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Like Ps in a Pod... 
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not only P’s, but A’s and B’s, 65°,. And because Epon resin does not 
words and pictures too, leap into print warp the fragile printing image it sup- 
miles apart looking exactly alike. Dupli- ports, there’s less risk of distortion. Epon 
cate printing plates turn the trick, but resin-backed plates whir through two mil- 
these chunks of heavy metal take muscle lion impressions without showing ap- 
and money to ship and handle. preciable wear. 
Now work for both postman and printer 7 29 

is lighter thanks to printing plates made With Epon resin to replace heavy metal 
with Shell Chemical’s tough Epon" resin. in printing plates, Shell Chemical helps 
Only a third as heavy as metal-backed lighten the task of spreading knowledge 
plates, they slice mailing costs 40‘; to in print. 


Shell Chemical Corporation 


Chemical Partner of Industry and Agriculture 
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7 958 - 1969 
1953-55 Year Month Week § Latest 
Average Ago Ago Ago Week 
BUSINESS WEEK INDEX (chart)... . . 1333) 1369 = 159.3 4154.2 *152.3 
PRODUCTION 
CN Or NONE aiid pci bn eae eee eee ne Meee eR ee mains 2,032 1,561 2,215 +365 362 
i i 6 a cece mele hans a Chi aw enema sasinn Meade 132,806 107,941 164,608 164,190 158,810 
Engineering const. awards (Eng. News-Rec. 4-wk. daily av. in thous.)...... , $52,412 $92,847 $84,788 $93,512 $87,314 
Electric power (millions of kilowatt-hours). ..........2seeeseeeeceeeees 10,819 12,319 13,749 13,415 13,577 
Crude oil and condensate (daily av., thous. of bbis.)..................4.. 6,536 6,536 7,025 6,858 6,855 
Bituminous coal (daily av., thous. of ae earn es Oe gene eee ern 1,455 1,256 1,556 +844 1,187 
SEY SEES oc aon v ct tin eee Nees wae as ee awe ae enn eeee war 247,488 289,506 323,657 274,741 312,860 
TRADE 
Carloadings: mfrs., miscellaneous and I.c.I. (daily av., thous. of cars)........ 70 54 66 58 56 
Carloadings: all others (daily av., thous. of cars)............... eee eee 47 43 55 37 41 
Department store sales index (1947-49 = 100, not seasonally adjusted)..... 121 110 143 126 118 
Business failures (Dun & Bradstreet, number)..............---eee eee 198 264 256 242 245 
PRICES 
Spot commodities, daily index (Moody’s, Dec. 31, 1931 = 100)............ 412.8 403.0 385.8 381.6 380.6 
industrial raw materials, daily index (BLS, 1947-49 = 100)............... 89.2 85.7 91.8 92.0 92.0 
Foodstuffs, daily index (BLS, 1947-49 = 100).............. cece eees ied 90.5 89.2 81.1 79.3 78.6 
ee es Or OE MD ca waekns ess sos 00d kG eneeekennunine 19.8¢ 17.7¢ 19.5¢ 19.5¢ 19.5¢ 
Finished steel, index (BLS, 1947-49 = 100)........... cece eee eee eee e eee 143.9 181.5 186.7 186.7 186.7 
ee ee eS | ee re ee ' $36.10 $40.83 $38.50 $39.50 $39.50 
Copper (electrolytic, delivered price, E & MJ, Ib.)....... cece eee ee eee e ees 32.394¢ 26.500¢ 31.460¢ 29.895¢  29.960¢ 
Wheat (No. 2, hard and dark hard winter, Kansas City, bu.)................ $2.34 $1.91 $1.90 $1.92 $1.97 
Cotton, daily price (middling, 1 in., 14 designated markets, Ib.)............ 34.57¢ 34.87¢ 34.35¢ 33.50¢ 32.99¢ 
TE CNG, CN obs ccd cnebaeseu cans onnsee Oreaeeeasnee cceeets $1.96 $1.72 $1.84 $1.88 $1.90 
FINANCE 
500 stocks composite, price index (S&P’s, 1941-43 = 10)................ 31.64 46.96 58.30 59.31 59.92% 
Medium grade corporate bond yield (Baa issues, Moody’s)..............--. 3.59% 4.56% 5.05% 5.09% 5.08% 
Prime commercial paper, 4 to 6 months, N. Y. City (prevailing rate)......... 2-2% 9 12% 3% % 4% 4% 
. BANKING (Millions of Dollars) 
Demand deposits adjusted, reporting member banks................0000. N. A. 60,549 N.A +61,199 61,973 
Total loans and investments, reporting member banks...........-....050. N. A. 101,482 N. A. 105,457 104,672 
Commercial and agricultural loans, reporting member banks.............. N.A. 30,676 N. A. 729,394 29,481 
U. S. gov't guaranteed obligations held, reporting member banks........... N. A. 34,723 N. A. +31,502 30,702 
Total federal reserve credit outstanding. ...............0cee ee eeceeeees 26,424 26,328 28,147 28,462 28,705 
1953-55 Year Month Latest 
MONTHLY FIGURES OF THE WEEK hienine hae Age Month 
Private expenditures for new construction (in millions)............... ik cep aekts $2,390 $3,054 $3,487 $3,588 
Public expenditures for new construction (in millions)................ is iyi Sra $980 $1,472 $1,531 $1,562 
EEO ee Perry TT eT Tee TTT Tee ee aaa $1,290 $1,406 $1,552 $1,426 
McGraw-Hill Indexes of New Orders (1950 = 100) 

New Orders for machinery, except electrical (seasonally adjusted)... ..Jume.......... 104 138 172 173 
Construction & mining machinery................-0eeeeeeeees BS bee rasene 111 188 222 217 
Es cas vacvcutdecvedsovedscsecvaroeress cue ee 106 114 178 237 
Peps & COmpressers... oc cccccccccccccsccccervccccccescons | ST re 120 194 267 240 
RN CUEENOUT occ ccccccccvererceeesecsscescesoss ties vere 125 83 197 ' 185 
csvset ecbndkesceeeceeedbardawe at Pe 95 134 154 156 
Sy GED a kaos crcecedeccrccenccceseseseesevessenen rere 109 169 185 210 

New contracts for industrial building.....................00200. Mi iwiseduss 128 79 114 142 


8 Date for ‘Latest Week’ on each series on request. 
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Pass the syrup— 
a carload at a time 


B.E.Goodrich improvements in rubber brought extra savings 


Lpeasneg at this candy company 
were having a terrible time un- 
loading corn syrup through metal pipe. 
Getting the tank car in just the right 
spot to make the hook-up took a lot of 
time. The rigid pipe was heavy, hard to 
maneuver, a strain to connect. 
Company engineers knew that rub- 
ber hose would be easier to handle, but 
would rubber change the taste of the 
syrup? They took the problem to a 


B.F.Goodrich distributor, and a special 
hose was developed. 

The rubber B.F.Goodrich used for 
the lining has no odor, doesn’t affect 
the taste of the syrup. The cover is 
extra tough, can be dragged over rough 
ground, can stand all sorts of weather. 

The B.F.Goodrich hose has been on 
the job two years now, is expected to 
last five more. Because it’s so much 
more flexible than pipe, it can be con- 


nected in a hurry. No need to jock: 
tank cars back and forth. It’s faster t 
hook up, too, because special handl« 
are built into the couplings, eliminat 
ing the need for wrenches. 

Your B.F.Goodrich distributor h 
complete information on the B.! 
Goodrich hose described here. And, as a 
factory-trained specialist in rubber prod- 
ucts, he can answer your questions about 
the many products B.F.Goodrich makes 
for industry. B.F.Goodrich Industriat 
Products Co., Dept. M-675, Akron 18, O. 


BE Go € drich industrial rubber products 
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BS ea as 
MONEY 


Heller’s dollars are different. You can hire money in 
many places, but Heller money often proves best-— 
because of the speed with which it can be made avail- 
able, of the quantities in which it is provided, and of the 
completely practical terms of repayment. 

Further, Heller not only provides funds but helps you 
in analyzing and programming the manner in which 
these funds can best be used. Companies who do business 
with Heller tell us this service contributes as much to 
their financial comfort and profit as the advances we 


More than three-quarters 
of a billion dollars 


annually to U. S. business 
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Is OUR PRODUC 
But individual planning is the unique feature 
of Heller’s Service which makes money perform best for you 


make to them for carrying receivables and inventories, 
or for modernizing plant and equipment. 

You know your own horizons. If you feel more work- 
ing funds, and Heller’s broad experience in helping 
companies make good use of such funds, could help you 
grow and prosper — and if your yearly sales volume is 
upwards of a quarter of a million dollars — let’s talk it 
over. Brief analysis will show whether we can be useful 
to you, and there will be no obligation whatever. 


You go faster and farther with Heller dollars 


Write Dept. B.W. 8 


Walter E. Heller & Company 


105 W. Adams St., Chicago 90 

342 Madison Ave., New York 17 

Fulton National Bank Building, Atlanta, Georgia 

Walter E. Heller Factors, Inc., C. C. Chapman Bidg., Los Angeles 14 
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READERS REPORT 





Consumer Credit 


Dear Sir: 

I am pleased to see your editorial, 
Keeping Consumer Credit in Line, 
[BW—Jun.27°59,p160}. 

This is private deficit spending 
at the rate of $10-billion a year. 
Consumer credit is the most flexible 
anti-recessionary device, but it can 
only be useful if there is some 
flexibility left in the terms of credit 
if, as and when a recession occurs. 
It is extremely important that the 
business community as well as the 
consumer understands the great 
importance of using consumer 
credit as a flexible tool of monetary 
and credit control. 

It is evident that increased inter- 
est rates will not deter consumer 
credit. Only raising the down pay- 
ment and shortening the amortiza- 
tion period can effectively control 
such credit. The attitude I find 
around here is that everyone seems 
to think everyone else will oppose 
it, but I believe that the kind of 
common sense interpretation that 
your editorial demonstrates can do 
a great deal toward promoting a 
favorable climate for intelligent 
consideration of the issue both by 
the Administration and by the Con- 
gress. 

The Administration has certain 
power over credit which it is not 
now using, and it can do a great 
deal informally. But if it needs 
specific Congressional action to 
achieve this worthwhile purpose ef- 
fectively, then the Administration 
should be urged to ask for it. . . 

BYRON L. JOHNSON, M. ¢ 
2D DISTRICT, COLORADO 
HOUSE OF REPRESENTATIVES 
WASHINGTON, D. C. 


Russian Trade Fair 


Dear Sir: 

I was sorry to read in your article 
Trade Fair Bares Soviet Dreams 
[BW—Jul.4’59,p20] that you fol- 
low a bad example, set by the ordi- 
nary press of your country, to lull 
your readers into slumber telling 
them that most consumer-articles 
on exposition of this fair most 
probably are wishful-thinking for 
the average Russian or even that 
they represent a dreamworld with 
which the Russian government 
now tries to impress the average 
American. 

Wouldn't it have been wiser . . . 
to tell your readers that the 
U.S.S.R. really is not so back- 
ward anymore and apparently de- 
veloping itself—also as a producer 
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“Material handling here calls for piping 
40 liquids ...so we call for Spang Pipe!” 


Material handling—a problem for 
trucks and conveyors in most plants 

calls for a different approach in the 
new building of Rinshed-Mason Co., 
‘Inc., Detroit. The company makes 
lacquers, enamels and undercoatings 
for the automotive and industrial field. 
Raw materials include a total of 40 
different fluids—linseed, cocoanut, 
and soybean oil, phthalic anhydride, 
solvents, waxes, resins,others—which 
are circulated by 50 pumps between 
storage vats and production machin- 
ery through miles of Spang steel pipe. 
Spang pipe is also used in the plant 
for plumbing and heating lines. 

The choice of Spang steel pipe by 





the mechanical contractors, Harrigan 
& Reid Company, was dictated by 
experience covering over 40 years of 
use. In all this period, according to an 
executive, ““Not once has Spang ever 
shipped us a foot of defective pipe.” 

This statement tells prospective 
users something very important about 
Spang steel pipe. Like all National 
Supply products, it is made by men 
who fully appreciate the supreme im- 
portance of complete reliability. Be- 
cause of the cost and complication of 
even minor repairs today, this depend- 
ability has a big “plus” value your 
maintenance men and your manage- 
ment will appreciate. 


THE NATIONAL SUPPLY COMPANY 


Subsidiary of Armco Steel Corporation 


TWO GATEWAY CENTER. PITTSBURGH 22. PA, 





of consumer articles—as a possible 
and powerful competitor of these 
articles on the world-market? 

EGBERT D. VAN LENNEP 
MONTERREY, MEXICO 





¢ BW simply reported facts when 
it said that most articles shown at 
the Russian Fair were not available 
to the average Russian, In many 
previous articles, BW has detailed 
the growing importance of the con- 
sumer goods sector of the Russian 
economy. 


Different Name 


Dear Sir: 

Our attention has been 
called to page 78 of [your story 
on Allstate] [BW—Jul.11°59,p76] 
which reads as follows: 

“In that year, Allstate bought, 
at a court-directed sale, the right 
to reinsure the business of National 
Life Insurance Co., which was 
bankrupt. Allstate renamed it the 
Hercules Life Insurance Co., but 
its business remained bad and 
losses finally forced Sears to sell 
the company in 1938.” 

Ever since the National Life In- 
surance Company of the U.S.A. 
was placed in receivership in 1933, 
the similarity of its name with the 
name of this company has caused 
us concern. Probably, we are un- 
duly sensitive about the matter, but 
this company’s reputation for 110 
years of successful operation is 
something which we naturally cher- 
ish very keenly. 

L. DouGLas MEREDITH 
EXECUTIVE VICE-PRESIDENT, AND 

CHMN., COMMITTEE ON FINANCE 
NATIONAL LIFE INSURANCE CO. 
MONTPELIER, VT. 


Not Lobbyists 


Dear Sir: 

Having frequently applauded the 
consistent accuracy Of BUSINESS 
WEEK, I was dismayed to see in 
Lobby Charges Fly as Competition 
Gets Tough [BW—Jun.13°59,p32] 
the erroneous statement that the 
National Security Industrial Asso- 
ciation has representatives “for- 
mally registered as lobbyists on 
Capitol Hill.” 

Not only is such a statement 
untrue but any attempts on our 
part to influence legislation would 
be a violation of NSIA policy over 
the 15 years of its existence. The 
association has always consciously 
avoided such attempts. . . 

R.N. MCFARLANE 
EXECUTIVE DIRECTOR 
NATIONAL SECURITY INDUSTRIAL 
ASSN. 
WASHINGTON, D. C. 
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The fastest way to get an out-of-town 





Whi y a ZA 


prospect’s ear is a Long Distance call. 
You're right in his office in a matter of seconds. You can talk 
to him personally. You have a good chance to make a sale... 
because selling by telephone is so much like selling in person. 


Long Distance pays off! Use it now... for all it’s worth! 
pay 





i ee a eee 6 SSS 7 
\ 
: LONG DISTANCE RATES ARE LOW | 
1 i 
Here are some examples: 
| 
| Cleveland to Pittsburgh ...... 60¢ | 
Des Moines to Chicago. ...... $100 . 
, Washington, D.C. to Boston ... . $112 : 
| @ieeeee me. tome 6. wk $170 | 
i 
! San Francisco to New York. ... . $250 BELL TELEPHONE SYSTEM 
; These are day rates, Station-to-Station, for the first three : 
! minutes. Add the 10% federal excise tax. ; 
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HEVI-DUTY Eletie Compa 


MILWAUKEE, WISCONSIN 


Producers of laboratory furnaces and equipment, industrial 
heat-processing furnaces and ovens, metal melting 
furnaces, dry type transformers, constant current regulators 
and regulated power supply systems. 


FROEDTERT Wt Comoratin 


MILWAUKEE, WISCONSIN 


“Where research is unlocking the secrets of malt.” 
Producers of quality malt, essential ingredient in beer, ale, 
and liquors. Specialty malts for food and pharmaceuticals, 
used in bakery products, candy and medicines. 


ANCHOR WWhyutactuing Co. 


MANCHESTER, NEW HAMPSHIRE 


Pioneers in new designs and types of electric meter panels and 
meter sockets. Anchor meter panels and equipment, adopted as 
standard by leading public utilities throughout the country, 

are installed in residences, commercial and industrial buildings. 





QUALITY is BASTC in 





This is the growing 
family of industries 
that form our 
company...each a 
dynamic member of 
BASIC PRODUCTS 
CORPORATION 








S O LA Sect Company 


CHICAGO, ILLINOIS 


‘Cc in our PRODUCTS 





Manufacturers of constant wattage ballasts for mercury vapor 
B : x and fluorescent lighting, electronic and electrical components, 
During the past year, the die has been cast { ___ including sinusoidal and normal harmonic constant voltage 


for the formation of an important new American pry ache a orn 
| company. With the recent acquisition of 

Hevi-Duty Electric Company, BASIC PRODUCTS 

CORPORATION continues its pace-setting 

program of sound diversification and growth. 


| Its products range from the most basic elements BAUER-S CHWEITZER Meling ay ne. 


used in food, beverages and pharmaceuticals— SAN FRANCISCO, CALIFORNIA 
Froedtert Quality Malt—to the complex and 
essential components required for the rapidly 
expanding electronic industry. Products such as 
the Sola designed Constant Voltage Transformer 
are used for such diverse services as missile 
launching and tracking systems, 

computing and data-processing machines, 

and radio and television equipment. 


Through the all-embracing line of products of 
Hevi-Duty Electric Company, Anchor Manufacturing Co., 
and Como-Cast Corporation, the entire range of 
electrical and metal-using industries is reached. 
There are two things that characterize our Company. 


; ‘ . Additional fine quality malts for the beverage and food 
Our products are basic, reaching the lives of } industries on the West Coast. 


millions of Americans in their homes 
and in their industries. 


And—QUALITY is BASIC in our PRODUCTS. 


como-cast Coyontion 


MILWAUKEE, WISCONSIN 


BASIC PRODUCTS 
CORPORATION 


Milwaukee, Wisconsin 


Producers of the Como-Cast aluminum casting machine, 

the only machine that automatically casts uniform size slugs, 
ready for impact extrusion. Impact processed aluminum 
products are used in the automotive, aviation and 
electronics industries as well as others. 








RESEARCH 


Then somebody shut off the gas 


Excess hydrogen from a process used in refining petroleum used to be 
burned as fuel in the refinery—till somebody found a way to use it to 
far greater advantage. 

Through exhaustive research a new and economical method was de- 
veloped for utilizing surplus refinery hydrogen. This process, Unifining*, 
combines the techniques and patent rights of Universal Oil Products 
Company and of the research organization of a leading petroleum refiner. 
Designed to remove sulfur, nitrogen and metallic impurities from petro- 
leum, it is widely used throughout the refining industry. 

While a large number of refining ideas are born in Universal’s labora- 
tories, the company is prepared to carry through to completion any 
petroleum research project, regardless of where it may originate—and to 
make the ultimate benefits available to refiners everywhere. “Trademark 
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UNIVERSAL OIL PRODUCTS 
COMPANY 30 atconauin ROAD 


® DES PLAINES, ILLINOIS, U.S.A. 


More Than Forty Years Of Leadership In Petroleum 
Refining Technology 
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All these new and revised measurements give the national economy a 
bigger and more exuberant look. . 


They do not change the volume of business you have been doing in the 
slightest, of course. Yet they entitle us to be more optimistic about our 
growth rate. They even divert attention from labor troubles. 


Now we learn that the Federal Reserve Board’s production index 
stands at 165 (or 65% higher than the 1947-49 average) instead of 155, and 
that dollar measurements such as the gross national product and personal 
income are running above previous calculations by several billions. 


These are, to be sure, things that have already happened. They are, in 
that sense, nonrecurring gains. 


But it is also true that they mirror a higher-than-expected rate of growth. 
This, in turn, should bolster our sense of business well being. 


If people have been making more money than we thought, then 


it is easier to believe our eyes when we see mounting gains at retail. If 
production has been higher than we thought, then there is added assurance 
that business investment will continue to expand. 


And Uncle Sam will be collecting more income taxes, both individual 
and corporate, strengthening the probability of budget balance. 


Government figures give you a very favorable picture of business 
investment—with or without any new revisions in the totals. 


For example, the annual rate of spending for producers’ durable equip- 
ment rose nearly $2-billion in 1959’s second quarter compared with the 
first three months. And it topped a year ago by $3.2-billion or 14%. 


Probably the gain for structures hasn’t quite kept pace, though contract 
awards for these have been rising; the emphasis still is more on moderniza- 
tion within existing plant than on outright expansion. 


Business investment in inventory is an old story by now—and an 
important one for steel users who have to rely on stocks in hand. 


It is now estimated that inventories were being expanded at a $9-billion 
annual rate in the second quarter, up from a $6.1-billion rate of gain in 
this year’s first quarter and a minus $6-billion a year ago. 


Despite the inventory buildup, the ratios of inventories to sales haven’t 
deteriorated this year. But, for once, that’s deceptive. 


Sales were greatly blown up by the effort to stock steel and parts made 
of steel before the strike. In other words, the inflated rate of sales has been 
enough to offset manufacturers’ inventory accumulation (and even pull the 
ratio below 2 to 1 for durable goods producers). 


Inventory policy—and the volume of new orders and shipments 
involved in meeting such aims—will depend on the length of the steel strike. 


Depletion of inventories will be general by the time a month or six 
weeks have gone by. Then it will be necessary to rebuild normal operat- 
ing stocks—and maybe, to be on the safe side, just a little bit more. 
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Thus it is logical to expect that inventory accumulation will resume after 
the strike—though hardly at the second quarter’s very high rate. 


Consumers had $26-billion more to spend (after taxes, at a seasonally 
adjusted annual rate) in this year’s second quarter. That’s a year-to-year gain 
of nearly 9%—a percentage, interestingly enough, pretty closely in line with 
the improvement in all retail sales. 


How consumers are choosing to spend their money provides one of the 
interesting contrasts with this time last year. 


They put an estimated 14.3% of disposable income into durable goods 
such as autos and refrigerators and lawn mowers in the second quarter 
against 12.6% a year earlier. 


The bigger percentage of larger income means $44%2-billion (annual 
rate) going for durables now against $36.7-billion in 1958. 


Both nondurable goods and services are attracting more consumer dol- 
lars than a year ago, but their proportionate share is a shade smaller. 


At the same time, people are by no means spending all they earn. Even 
though jobs are more secure and outlays are higher all along the line—for 
durable goods, for nondurable goods, and for services—the estimated volume 
of saving is about the same as last year’s total of $2342-billion. 


As a percentage of after-tax income, of course, the savings rate is off a 
little, but not so much as you might expect this late in an upswing. 


Analysts trying to figure the sales outlook for consumers’ durable 
goods have a real problem in determining the role of installment credit. 


Extensions of new credit amounted to about $22-billion in the first 
half of this year—higher than ever before, even including 1955. This did 
not, however, push outstanding debt up at a very startling rate; that’s 
because repayments were at a record rate, too. 


Probably the most important thing to watch is the amount of monthly 
payments on old installment accounts, and even more particularly the rela- 
tionship of repayments to the total after-tax income of consumers. 


Repayments were taking about 12.8% of disposable income in the 
second quarter this year. That was down slightly from the 1956-58 average, 
but higher than ever before 1956. 


Yes, higher even than in 1955; it was the chickens of 1955’s spree coming 
home to roost that brought the high 1956-58 repayment rates. 


An increase of more than $1-billion in credit for purchase of automo- 
biles (both new and used) helped send new car registrations to about 
3.1-million for the first half of 1959 (including 275,000 imports). 


Hopes have risen that the second half may do as well—and 1960 a good 
deal better. But will that take another stretchout on credit terms? 


Longer repayments can keep the repayments-to-income ratio down, but 
there will be a lot of resistance this time to going over 36 months. 


Contents copyrighted under the general copyright on the Aug. |, 1959, issue—Business Week, 330 W. 42nd St., New York, N. Y. 
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“Why you can 
specify 
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“My name is Tom Gabriel—vice president in charge of sales for Jessop’s 
high speed and tool steels, ground flat stock and composite die sections. 
Of all the reasons why it pays to specify our specialty steels, none tops this 
one from a repeat customer—‘Jessop has a greater sense of responsibility.’ 

“We have earned this reputation for responsibility. It comes from a con- 
tinuous employee training program stressing these facts .. . 

“The cost of Jessop ‘jewelry’ steel is small compared to the cost of work- 
ing that steel into finished products. That’s why our customers must get 
perfect steel. That’s why every man on the Jessop team strives to be a 
perfectionist. Because of this greater sense of responsibility, repeat cus- 
tomers know they can always depend upon consistent high quality. 

“When you need faster delivery of high quality specialty steels—Specify 
Jessop ...and then relax.” 


Stainless, alloy, tool, cast-to-shape, and forging steels, p 


precision around 


Jessop 


STEEL COMPANY 


Washington, Pennsylvania 
OFFICES IN PRINCIPAL CITIES 


fiat stock, and other spe¢ 
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Smooth handling for an 
American beauty 


Ever ear thousands of U.S. cars service from Atlantic and Gulf ports 
el southward on Alcoa ships to to Venezuela, Puerto Rico and other 
he Caribbean. This Chrysler, for Caribbean countries. If you export to 
example, to Venezuela. this area ship assured—ship via Alcoa. 
\s you can see, it arrived with its Or write us for market information. 


factory-fresh beauty and performance 

CARIBBEAN CRUISES I hre e choices on 
de luxe passenger ships, comfortable freight- 
ers, new ore carriers. From New Orleans, ALCOA USES SPECIAL RIGS for loading and 
indling it deser ves New York and Mobile. See vour travel agent unloading qulomobue and other cargo which 


Alcoa maintains frequent, regular or write for booklet to: Travel Department might be damaged by ordinary handling meth 
| ’ I g 


ALCOA awe ast 


ALCOA STEAMSHIP COMPANY, INC., OVERSEAS DEPT., 17 BATTERY PLACE, NEW YORK 4, N. Y. OR ONE CANAL STREET, NEW ORLEANS 12, LA. 


Offices in: Baltimore * Chicago ¢ Kansas City ©* Los Angeles * Milwaukee « Mobile © Norfolk © St. Lovis ¢* San Francisco 


intact. And no wonder .. . for everyv- 


thing Alcoa carries is given the careful 
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Record Quarter, More to Come 


This week, prosperity was busting out 
all over. 

As earnings reports from a_ broad 
cross-section of industry rolled in, it 
seemed certain the second quarter 
would produce a new peak for corporate 
profits. The earnings being chalked up 
were substantially over the first-quarter 
level. In a good number of cases, first- 
half earnings were at a record pace 
(table, page 16) and cemented predic- 
tions that a record year for profits is 
in the making (BW—Apr.4’59,p37). 

Investors were buoyed by the profit 
picture. They bid up stock prices to 
new highs (page 105). And though the 
steel strike clouded prospects a bit, 
most businessmen seemed confident it 
would be over in time to insure a ban- 
ner fourth quarter and the biggest year 
ever. 

These expectations received a jolt 


this week when the Commerce Dept. 


announced that corporate profits in the 


first quarter ran at an annual rate of 
$46.5-billion. This was a $1.9-billion 
increase over the fourth quarter of 1958, 
but it represented a smaller gain than 
many economists had expected. Earlier 
estimates were that a rise to $48-billion 
or more was not out of line. 
Commerce, in fact, rejiggered its 
profits totals back to 1956 this week. 
The chart above is based on the old 
figures, but the new ones will change 
the relationships only slightly. The 
main thing that comes out, however, is 
that 1955’s fourth quarter of $48.6- 
billion is still the one to beat. 
¢ Talking Poor—Moreover, some gov- 
ernment economists leaked word that 
they thought corporate profits were 
leveling out. As they saw it, higher 
costs were beginning to pinch the profit 


rise, and they forecast 1959 profits at 
about a $47-billion clip. 

But this week’s earnings reports and 
a BUSINESS WEEK survey of corporations 
across the country, add support to the 
more widely held view that corporate 
profits will reach a total of at least $50 
billion this year, and perhaps go even 
higher. The overwhelming majority of 
companies reported that their earnings 
were running at a very high level, in 
many cases, at record peaks. And, 
they predicted that earnings over the 
balance of the year would be at least 
as good, provided that the steel strike 
is settled fairly quickly. Significantly, 
many corporations felt that profits 
would hold up even if the steel con 
tract provided for an increase. 

It’s still unclear just how high cor- 
porate earnings will go in calendar 
1959. Based on the Commerce esti- 
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Record Earners Dot Profits Sampling 


1959 
FIRST-HALF 
COMPANY EARNINGS 
Allegheny Ludium Steel ...... $ 12,369,009 
Allis-Chalmers Mfg. Co. ..... 5,314,739 
Aluminum Co. of America .... 28,936,333 
American Cyanamid Co. ..... 27,175,945 
American Machine & Foundry. . 8,348,000 
American Tobacco .......... 29,340,000 
American Viscose ........... 7,784,000 
pO er 50,593,068 
Atlas Powder Co. ........... 1,854,098 
Avon Products, Inc. ......... 5,658,372 
Caterpillar Tractor Co. ....... 28 863,689 
rr 58,000,000 
Colgate-Palmolive Co. ....... 11,085,000 
Continental Oil ............. 29,160,000 
a 13,184,858 
NG SE oad wow wee oe 8,621,061 
Diamond Alkali Co. ......... 5,201,563 
Eastman Kodak ............ 52,720,909 
Federal-Mogul-Bower Bearings 6,630,000 
Ford Motor Co. ............. 285,900,000 
Freeport Sulphur Co. ........ 6,871,375 
General Electric Co. ......... 117,239,000 
General Motors . 590,000,000 
Granite City Steel ........... 8,304,326 
Greyhound Corp. ..........- 6,746,022 
High Voltage Engineering .... 304,689 
SY RS oie nie ocauia ewan 1,027,000 
eee t ee 42,172,381 
ua she Geleeweeree bes 64,030,809 
Johns-Manville............. 10,274,000 
Jones & Laughlin ........... 42,206,000 
ee 10,237,182 
Kennecott Copper Corp. ...... 47,760,040 
Libbey-Owens-Ford ......... 33,094,146 
Marquette Cement Mfg. Co. ... 3,910,793 
Monsanto Chemical Co. ...... 33,759,000 
National Cash Register Co. ... 8,088,417 
National Lead Co. .......... 26,811,790 
National Propane Corp. ...... 484,300 
‘Norwich Pharmacal Co. ...... 2,046,606 
Olin Mathieson Chemical .... 17,504,000 
Owens-illinois Glass Co. ..... 19,546,575 
Parke-Davis & Co. .......... 13,737,388 
Penn-Dixie Cement Corp. .... 3,684,733 
ge 7,266,000 
Phillips Petroleum Co. ....... 53,208,794 
Pittsburgh Plate Glass ....... 20,015,936 
Radio Corp. of America...... 19,400,000 
R. J. Reynolds Tobacco ...... 42,570,000 
Robertshaw-Fulton Controls . . 3,085,114 
oe ee 15,304,138 
Se. Sevens tent Ce. . 62 cece. 3,626,343 
Cg er 11,892,229 
Smith Kline & French Labs .... 12,884,807 
Standard Brands ........... 7,785,000 
Stauffer Chemical Co. ....... 9,148,000 
MERU wecncveceseewewe 162,723,460 
Union Carbide .........+++++ 90,443,000 
United States Steel ...... . 254,948,496 
WORSE oe cbtevceececees 4,044,836 


1958 
FIRST-HALF 
EARNINGS 


$ 1,371,967 


8,611,204 
19,471,908 
19,227,240 
4,679,000 
27,216,000 
429,000 
20,956,744 
1,250,919 

3,447,212 


14,732,767 


— 25,200,000 


8,355,000 
20,653,000 
12,771,191 


399,327 
2,385,404 
37,330,269 
3,348,000 
16,100,000 


5,933,275 
103,381,000 
334,000,000 

3,894,583 

2,112,993 


235,491 
1,005,000 
20,079,731 
50,597,655 
6,509,000 


5,691,000 
10,204,485 
22,959,071 

5,941,827 

3,468,182 


16,741,000 
7,244,557 
20,920,545 
380,400 
1,723,914 


9,801,000 
16,436,963 
13,405,132 

2,910,219 

5,582,000 


36,411,576 
12,754,459 
13,500,000 
36,747,000 

1,437,506 


14,966,435 
2,214,361 
10,861,138 
9,901,436 
7,429,000 


6,948,000 
138,535,542 
49,901,000 
135,650,730 
1,218,116 


%o 
CHANGE 
+ 801.5 

38.3 
48.6 
41.3 
78.4 
7.8 
1,714.4 
141.4 
48.2 
64.1 


163.8 


32.7 
41.2 
3.2 


+ 2,060.7 
+ 118.1 
+ 41.2 
+ ‘98.0 
+ 1,675.8 


15.8 
13.4 
76.6 
113.2 
219.3 


29.4 
a2 
110.0 
26.5 
57.8 


641.6 
0.3 
108.0 
457.0 
12.8 


101.7 
11.6 
21.2 
27.3 
18.7 


78.6 
18.9 

2.5 
26.6 
30.2 


46.1 
56.9 
43.7 
15.8 
114.5 


2.3 
63.8 
9.5 
30.1 
4.8 


31.7 
17.5 

81.2 

87.8 
232.1 
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mate for the first quarter, it looks as 
if second-quarter profits piled up at an 
annual rate of close to $50-billion. ‘This 
puts first-half earnings at an annual rate 
of over $48-billion. ‘There’s bound to 
be a decline in the third quarter, but 
if the strike ends by September, th 
fourth quarter should be well above the 
$50-billion rate. 

¢ Strike Effects—Barring 

stecl strike that would go into the 
fourth quarter, corporate carnings fo. 
1959 should be well above 1955's rec- 
ord of $44.9-billion. If the strike is 
short, the chances are that profits will 
be in excess of $50-billion. 

The reason for optimism is that 
profit margins are still widening. De- 
spite the skepticism of Washington 
economists, most Companies report that 
thev have been able to keep costs down 
even though sales are increasing. 

Vhis is clear from a look at quarter- 
to-quarter figures. Most companies re- 
ported larger sales and increased profit 
margins, reaping the benefits of new 
equipment and cost-cutting measures 
tuken in 1958 and 1957. 

The big imponderable, of course, is 
the steel strike. Even that worries sut 
prisingly few 
not very 


a prolonged 


businessmen—and_ then 
much, unless thevre over 
cependent on steel. 

e Private Pleasure—In fact, many com 
panics privately relish the strike. They 
feel the third quarter is bound to be 
slow anyway, and a strike will make the 
fourth quarter rebound even stronger. 

There's a strong minority that will 
suffer because of the strike—whatever 
its length. Thev're less sure of what the 
rest of the vear will bring, and they 
regard the fourth quarter as hard to 
figure. More or less, thev think the 
second half won't be quite so good as 
the first half, but they have high hopes 
for better earnings in 1960. 
¢ The Economy—If present predictions 
hold, and profits hit or top $50-billion 
before taxes, it would greatly affect the 
cconomy. It should mean a_ balanced 
budget for the federal government. It 
might stimulate a new wave of enthu- 
siasm for stocks. It means higher divi- 
dends from many companies and may 
lead to a new bulge in capital spending. 
It is sure to make labor more adamant 
for wage increases. 

The second-quarter results alone pro- 
vide plenty of punch. ‘The rise in 
profits has paralleled the increase in 
economy activity. Corporate carnings 
dropped sharplv from the fourth quarter 
of 1957, when thev were at an annual 
rate of $39.4-billion, to the first quarter 
of 1958, when they hit $32-billion. 
Then profits began rising at an ever 
accelerating pace, climbing from an an- 
nual rate of $33.6-billion in 1958's sec- 
ond quarter to $46.5-billion in the first 
quarter of 1959. 

This vear’s second-quarter figures re- 
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flect the change from a recovery phase 
to a new wave of expansion. It is prob- 
able that earnings will not increase as 
sharply in the future jas they have to 
date. Nevertheless, the economizing 
that corporations pushéd through under 
the pressure of falling ‘sales is still pay- 
ing off in the new boom. 
° Steel Gains—Steel shows this clearlv. 
Many steelmakers report that earnings 
reached all-time highs in the second 
quarter. Allegheny Ludlum, for in- 
stance, reported a net profit of $7.8 
million, compared to $646,000 in the 
second quarter last year. Granite City 
Steel had a record quarterly profit of 
$4.8-million, more than two-and-a-half 
times its earnings a year ago. And Na- 
tional Steel chalked up record second- 
quarter earnings of $22.9-million, more 
than three times 1958’s $6.5-million. 

U.S. Steel reported record net in- 
come of $148-million for the second 
quarter, over twice what it earned in 
1958’s second quarter. It said it also 
topped previous peaks in sales, produc- 
tion, shipments, and profit margins. 

These figures look extra good, of 
course, because they are being com 
pared with one of the worst quarter’s 
in steel’s history. But although hedge 
buying helped steel producers, in- 
creased profit margins were responsible 
for part of the gains. Armco Steel 
earned §.5¢ on the sales dollar in the 
first half of 1959, compared to 5.1¢ 
last vear. “Profit margins continued to 
benefit from plant improvements and 
expansion,” says Nicholas P. Veeder, 
Granite Citv chairman and _ president. 
“The company’s second-quarter earn- 
ings reached 10.2% of sales, an in- 
crease over the 9.2% earned on sales in 
the first quarter, and the 6.4% margin 
registered in 1958.” 

This pattern of rising profit margins 
was apparent in other industries, and 
should continue somewhat longer. 
¢ Consumer Buying—Higher sales vol- 
ume due to rising consumer demand 
accounted for most of the increase in 
earnings. Autos, building materials, 
and softgoods, among others, all bene- 
fited from this demand. 

Car makers were particularly blessed. 
Ford Motor Co.’s earnings for the first 
six months were $285.9-million after 
taxes on $2.9-billion in gross sales, com- 
pared with a net of $16.1-million on 
sales of $1.9-billion in 1958's poor first 
half. Chrysler Corp.’s first-half sales 
of $1.5-billion were the largest on 
record, and represented an increase of 
42% over the same period last vear. 
This rise enabled Chrysler to finish 
$58-million in the black for the first 
half, a big improvement over its net 
loss of $25.2-million in 1958’s first half. 

General Motors had its second best 
first half, topped only by 1955. It 
registered $6.5-billion in sales during 
the first half, compared to $5.1-billion 
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a year ago, had net earnings of $590- 
million, while in all of 1958 it earned 
$633-million. 

Even the smaller car makers did well. 
Studebaker-Packard Corp. lost some 
of its momentum in the second quarter, 
but the company appears to have em- 
barked on the first profitable year in 
its brief history. It recorded net earn- 
ings of $12-million on sales of $209.8- 
million in the first half, contrasting with 
a net loss of $13.3-million a year ago, 
when sales were $70.6-million. Sales 
in the June quarter for American Mo- 
tors Corp. jumped to $266.2-million, 
against $131.1-million for the June 
quarter a vear ago, with profits of $16- 
million compared with $7-million a 
year ago. 

* Chemicals—Rising sales and_ profits 
were also evident among chemical 
companies, which were hard hit a vear 
ago, and in other sectors not serving 
the consumer directly—glass, rubber, 
electrical equipment. Capital goods 


companies, which had lagged in thi 
first quarter, now are looking better 

¢ The Laggards—Not every industr 
could boast of greatly improved sales 
and earnings. Some oil companies, for 
example, failed to match earlier expe: 
tations. As Frederick F’. Murray, pres 

dent of the Oil Well Supply Div. of 
U.S. Steel puts it: “The oil industry i 
sick, and so is our business. We're di 

ing a little better than last vear; I'd 
sav the first half is up 25%. But that 

25% of practically nothing.” 

Tidewater lays the blame on soft 
product prices. But profits are up over 
last vear and it expects the trend t 
continue. Gulf, too, is doing better. The 
giant of the industry, Standard Ou 
(New Jersey) had record first-half sal 
but profits were pared by price cuts 

Some aircraft companies, faced with 
high start-up costs on commercial ject 
are also moaning. Douglas will | 
monev this vear, and Boeing has seen 
profits drop to the vanishing point 


Cash Woes Hit Highway Program 


House committee wrestles with approaching deficit, 
under pay-as-you-go or be vetoed threat. 


The House Wavs & Means Commit- 
tee wrestled this week with the sag- 
ging finances of the multi-billion dollar 
highway program. It’s a sharp change 
from last vear when Congressional lead- 
ers eved a surplus in the highway trust 
fund and deliberated over how much to 
increase spending. 

The committee voted against a tax 
increase as a solution to the deficit in 
the trust fund. Instead, it plumped for 
a bond issue of up to $1-billion—out- 
side the federal debt ceiling—to cover 
the deficit and for a sharp slowdown in 
construction. The cutbacks would be 
severe: The states will get only $600- 
million for 1961, instead of the $2.5-bil- 
lion they wanted, and allocations for 
1962 and 1963 would feel the knife, 
too. To offset this paring, the pro- 
gram would be extended from 1972 
to 1976. 

Early this year, Pres. Eisenhower 
asked for a 14¢-per-gal. increase in 
motor fuels for five vears. This was 
designed to bring in the additional 
$900-million or so a year needed to 
keep the program on schedule. Eisen- 
hower has taken a firm stand for “pay- 
as-vyou-go”’—and against any solution that 
would in fact be deficit financing. 
¢ Slow to Act—Congress has been slow 
to face the issue. In fact, the almost 
disinterested attitude of Congress pro- 
voked the White House into making a 
state-by-state survey a few weeks back 
to show what would happen to the 
program if Congress failed to deal 
with the rapidly depleting construction 


monev on which the states now dep¢ 

The result showed that new highwa 
contracts would either be drastic 
reduced or stopped altogether in prac 
tically every state. Some states ha 
ready shut off new contracts 

After this bit of pressure, Speaker 
Sam Ravburn—who had earlier said 
there would be no gas tax increase for 
highway construction—turned around 
The thought was to boost the gas t 
4¢ or 1¢, and then earmark—beginnin; 
next vear—some additional excise tax 
on highway users not now going to th 
trust fund. 
eEnd of Session—After the bill leav« 
Wavs & Means, there’s bound to bx 
lot of political maneuvering as it goes 
through the House and Senate 

The predicament of highway finan 
ing comes as no surprise. When Con 
gress legislated the original program 
back in 1956, it added the so-called 
Byrd Amendment that kept expendi 
tures in line with the current tax input 
into the special highway trust fund 
The fund gets the special user taxes on 
gasoline, tires, and tubes voted in 195¢ 
to pav for the program. 

Last vear, in the recession, Congress 
speeded up highway spending. It tem 
porarily suspended the Byrd Amend 
ment and laid out an accelerated pro 
gram that meant doling out some $1.6 
billion more money than the trust fund 
could support. The effect was to put the 
squeeze on roadbuilding for fiscal 1961 
and 1962 with some effects to be felt in 
the following years, too. 





RUSSIANS swarm to U.S. exhibition in Moscow. About 4-million are expected to attend during its six-week run. 


Pravda Snorts, but Soviets Come 


When Vice-Pres. Nixon opened the 
American exhibition in Sokolniki Park 


n Moscow (pictures), he marked the 
beginning of a phase in U.S.- 
Soviet relations—one that could lead 
to a U.S. tour by Premier Khrushchev 
ind an end to the bitter and 
langerous aspects of the cold war 


= 
20 


new 


most 


page 20). 
But for the Americans who are 
staging the fair, the opening cere- 
monies on July 24 simply marked the 
nd of one period of frustration and 
the beginning of another. 

July 24 brought to a close a six- 
month period probably unmatched in 
the history of American fair business. 
“There’s never been anything like it,” 
said one veteran American exhibit off- 
ial. “And I hope there’s never a 
repeat. 

Ihe day after Nixon cut the ribbon, 


Soviet newspapers began publishing 
story after story calling the exhibit a 
‘deccit”—unrepresentative of how the 
U.S. really lives. “The othér half [the 
bitter half] of the orange is missing,” 
said Pravda, referring to the American 
gold-tinted geodesic dome that domi- 
nates the wooded exhibit grounds. 
Chances are the Soviet press will con 
tinue this line despite American pro- 
tests that the exhibit is an honest one. 
¢ Heavy Attendance—Despite the clash 
of opinion, Russians by the hundreds 
of thousands are inching their way 
through the exhibition to feel textiles, 
examine paintings, finger thousands of 
consumer items ranging from electric 
skillets to home carpentry tools to skin- 
diving gear. They ask International 
Business Machines’ Ramac_ thousands 
of questions on American life. They 
watch the fashion show, which includes 


a rock-n-roll number They huddle 
around 20-odd 1959 automobiles—run- 
ning their fingers over glistening finish, 
leaning inside to study the dashboards 
and controls. They stream relentlessly 
through the modest $13,500 model 
home. For the more than 700 Ameri- 
can companies that contributed to the 
fair, the obvious Soviet interest should 
be gratifying 
¢ Reactions—Random eavesdropping on 
opening day caught Russian reactions 
ranging from occasional disgust with 
some exhibits (contemporary sculpture 
and painting) to awe of others (such as 
General Electric's kitchen equipment) 
and complete disinterest of some spec- 
tators in agricultural machinery on dis- 
play. 

The kindest published Soviet com- 
ment on the exhibition came from 
Khrushchev himself. Addressing sev- 
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to the Fair 


cral thousand diplomats and ranking 
Communists at the opening ceremonies, 
the Communist leader said that the 
exhibition ‘‘on the whole makes a good 
impression . . . among exhibits which 
draw the visitor’s attention are articles 
made of plastics such as household 
items, artificial fabrics, and various 
manufactured goods. I will not deny 
that as I viewed these exhibits I had a 
feeling both of satisfaction and of a 
certain envy.” He then went on to 
praise Communism, pointing out the 
progress of the Soviet Union since the 
revolution. 

¢ Construction Hassles—If U.S. ex- 
hibit officials feel frustrated at most 
published Soviet reactions to their dis- 
plays during the six-weeks run, it won't 
be a new experience for them. To be- 
gin with, they ran into construction ; 
problems ranging from difficulty in DETROIT’S latest models are surrounded by visitors trying to figure out the engine. 
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procuring some supplies and equipment 
locally to a designing error in the glass 
pavilion. (The Soviets caught this error 
ind quite reasonably demanded that it 
be corrected—a matter involving. the 
replacement or addition of 228 steel 
be ms.) 


\t one point, the Soviets presented 


i labor bill to American officials in 
Moscow, asking $40 daily—instead of 
the prevailing labor rates—for each 
killed and unskilled Russian workman 
t Sokolniki. They finally settled for 
Other unexpectedly high costs 
cropped up in freight hauling rates in 
Moscow and in landscaping work 
Harold C. McClellan, director of the 


xhibition, says he had anticipated 


some ind had left enough 


SUTPTIS¢ s) 


wom in his $3.5-million budget to 
handle them I'll be coming out just 
n the line,” he said 
But that was before McClellan had 
to have an asphalt cover put on the 
near-crumbling concrete floors under 
the geodesic dome and in the glass 
pavilion. The dust raised by scuffling 
feet had become so bad that IBM 
1d to put Ramac_ under plastic 
vraps for a dav. No one seemed to 
now whether the dustv floors were 
to faulty Russian workmanship 
to the fact that McClellan’s tight 


budget forced him to skimp on_ the 


tvpe of concrete used 
\t the time of the wage wrangle, Mc- 
Clellan was told by the Soviets that 
Pepsi-C ola could not be distributed 
e due to “health” reasons. By that 
time, Pepsi-Cola was on the high seas, 
nroute to Moscow. The matter was 


settled, and Pepsi has been handed out 
thirsty visitors, including Khrushchev 
\s exhibits were being installed, the 
Russians protested that some of the 
10,000 books for display were “‘unsuit- 
ible.” McClellan himself removed 


+ 


mMo;re 


than 80 whose anti-Communist 
contents “‘seemed in poor taste ” Other 
volumes were taken off the shelves 
ifter Soviet protests; and some (in- 


cluding a 1959 World Almanac) were 
removed by Soviet officials the dav be- 
fore the opening. Altogether, about 150 
books were withheld from the public. 

Probably because they feared to rock 
the boat, McClellan and his aides have 
irritated some Moscow correspondents 
by pretending these problems didn’t 
exist. Now that the exhibition is open, 
fair officials are beginning to speak up. 
¢ Smash Hit—Whether firsthand im- 
pressions at Sokolniki will override what 
the Russians read in the newspaper is 
impossible to say. But one thing is 
sure. The question most Russians ask 
of Americans in Moscow these days is 
not about the cold war or unemploy- 


ment. What they want to know is, 
“Where can I buy a ticket to Sokol- 
niki?” 
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IN MOSCOW, Khrushchev and Nixon tour U.S. exhibition, get into hot debate. 


Talks Move Toward 


In separate talks with Soviet 
leaders, Vice-President and Sec- 
retary of State seek to open way 
for a Berlin accord. 


During the past week Vice-Pres. 
Nixon and Secv. of State Herter have 
been jointly engaged in a diplomatic 
endeavor to hold the Soviets down to 
1 draw on the Berlin issue and to get 
U.S. Soviet relations on a friendlier 
footing. This is the goal Nixon has set 
himself in the Soviet Union, just as it 
is what Herter wants to achieve at 
Geneva. 

If this joint operation succeeds, you 
can expect the foreign ministers to 
reach some kind of agreement on Ber- 
lin, then pass the issue on to a summit 
meeting. There’s even a chance that 
Nixon has set the stage for a U.S 
visit by Premier Khrushchev. Should a 
summit conference be held this fall in 
Canada, a likely spot, Pres. Eisenhower 
almost certainly would use the occasion 
to have Khrushchev tour the U.S. 

At a meeting between Eisenhower 
and Khrushchev, the main topic prob- 
ably would be disarmament rather than 
Berlin. An agreement on a controlled 
ban on nuclear tests might result, as well 
as some progress toward a defense 
against surprise attacks. As his price 
for easing the cold war, Khrushchev 
would want the U.S. tacitly to accept 
Soviet control over Eastern Europe and 
to loosen up on U.S.-Soviet trade. 
¢ Two Roles—Nixon played his main 
part last weekend, first in his public de- 
bate with Khrushchev at the opening of 
the U.S. exhibition (page 18) and then 





discussion at the 
Soviet countrv house. The 
Nixon convince Khrushchev 
that if he quits his bullving tactics in 
Berlin, the U.S. stands ready for an 
accommodation on this issue and pet 
haps on some others, including U.5 


in a six-hour private 
Premier's 


role to 


Soviet trade. At the same time, Nixon 
had a related assignment—convincing 
the ordinary Russians that the U.S 


wants nothing so much as peace and 
friendship with the Soviet Union. 

By Tuesday, as Nixon toured Siberia, 
it was Herter’s turn in Geneva. His 
job: to find with the help of 
Britain’s Selwvn Llovd and France's 
Couve de Maurville—whether or not 
Foreign Minister Gromyko had had 
word from Khrushchev that he was to 
break the stalemate there. Onlv a few 
davs ago, the deadlock had threatened 
to bring the Geneva conference to a 
fruitless end 

Although it was not certain at mid- 
week if Herter had the answer to this 
auestion, the three Western foreign 
ministers seemed to feel by then that 
they were beginning at long last to get 
somewhere with Gromyko. They at least 
got him to agree that the conference 


out 


must wind up its business by next 
Wednesday. 
e Easing Differences—Neither Herter 


in Geneva nor Nixon in the U.S.S.R. 
was expecting Gromyko to accept a 
Berlin settlement, all signed and sealed. 
That has never been in the cards, if 
only because Khrushchev has taken the 
position from the start that his own 
signature was the one that had to go 
on any Berlin deal. The most that 
anyone expects from Geneva is a nat- 
rowing of differences to the point where 
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IN GENEVA, Herter (left) and Gromyko huddle over Berlin issues still stalemated. 


old War Truce 


there is a reasonable chance of an 
agreed settlement at the summit. 

By Wednesday, in fact, the differ- 
ences seemed to be narrower. Gromyko 
had dropped his demand for a joint 
German commission—representing East 
Germany and West Germany equally— 
that would meet regularly on the larger 
problem of German reunification. ‘The 
West had flatly rejected this proposal. 
If put in effect, it would have meant 
recognition of East Germany and given 
the Communist regime there a chance 
to meddle in West German affairs. 

The Soviet foreign minister also 
seemed ready to offer a guarantee that 
Western rights in Berlin would still 
stand at the end of an interim Berlin 
arrangement that would last for perhaps 
18 months or two years. From the start 
of the Geneva conference, it has been 
clear that the West would never get 
anything better than an interim settle- 
ment—one that would leave the Soviets 
free to press for further concessions 
when the period of the agreement 
ended. 
¢ Gromyko Insists—But Gromyko still 
was pressing the West hard at midweek 
on some of the key points that would 
have to be included in any interim ar- 
rangements. He was insisting on: 

e A reduction in the size of the 
Western garrisons in West Berlin. The 
West had merely offered a guarantee 
that we would not increase our forces 
there. 

e An end to Western propaganda 
and intelligence activities in West 
Berlin. The West had _ tentatively 
agreed to a reciprocal curb on propa- 
ganda, with a United Nations staff to 
supervise the curb. 
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Final agreement on points like these 
almost certainly will have to be left to 
a summit conference, where Khrush- 
chev can do the bargaining. At such a 
meeting, if one is held, Khrushchev 
will be discussing other issues besides 
Berlin. And he may figure that, by 
backing down from Gromyko’s final 
Berlin demands, he can get a conces- 
sion elsewhere—say, on a nuclear test 
ban or on East-West trade. 
¢ Cautious Khrushcheyv—As_ it looks 
now, Khrushchev has never intended 
to risk too much with his Berlin gambit. 
Some U.S. officials have suspected this 
all along. They have felt the Soviet 
Premicr would not push the Berlin 
crisis to the brink of war, or throw away 
his whole coexistence policy for the sake 
of a quick political victory over the 
West. 

Despite the limitations Khrushchev 
seems to have set for himself, Western 
diplomats have no doubt that he aims 
to get the West out of Berlin before 
many years are up. When he achieves 
that, if he does, Khrushchev will feel 
that his satellite empire in Eastern 
Europe is secure. Meanwhile, an in- 
terim agreement on Berlin would bring 
partial recognition of East Germany, 
reduce internal resistance to the Com- 
munist regime there, and generally ease 
the Soviet position in Eastern Europe. 
¢ Problem for Washington—In trying 
to keep Khrushchev’s gains in Berlin 
to a minimum, the U.S. accepted 
pretty much the same policy limitations 
as the Soviet Premier has—no war and, 
if possible, no return to the worst ten- 
sions of the cold war. But Washing- 
ton’s diplomatic problem in handling 
Berlin has been a lot more difficult than 





Khrushchev’s. Pres. Eisenhower! 
with the help of the late John Fost 
Dulles and then with that of Herter 
has had to shape a coalition policy an 
not just an American policy. Thi 
involved a constant effort to rec 
the conflicting views and political n 
of Prime Minister Macmillan 
those of Chancellor Adenaucr anc 
de Gaulle. 

For a while, it looked as if the B 
issue might split the West bad] 
this week the more optimistic dipk 
at Geneva are saying that we ma 
gained a negotiating advantage by h 
ing the British take a flexible approach 
the French (acting for Adenauet 
line, and the U.S. a position that 
shifted between the other tw 
some extent this has kept Gi 
guessing. 

e Nixon’s Line—It’s a safe bet 
Nixon stuck with this approach in t 
ing with Khrushchev. In his offi 
address at the opening of the U.S 
bition, Nixon warned that the So 
leaders could not afford to issu 
matums that left the U.S. no ch 
between surrender or war. On th¢ 
hand, the Vice-President seems to ha 
assured Khrushchev that the U.S 

no intention of using force to lo 
the Soviet hold over Eastern Euro; 
In addition, he apparently suggested 
that a reasonable settlement in Berlin 
could easily lead to a relaxation of off 
cial U.S. restrictions on exports to the 
U.S.S.R. 

Many U.S. officials have been dul 
ous about the advantages that might be 
gained by using trade as a diplomatic 
bargaining weapon with the Sovi 
leaders. Usually, it’s assumed that 
Moscow talks about trade largely f 
its political effect in the U.S. Th 
theory is that it can buy all th 
dustrial equipment it needs for it 
Seven-Year Plan in Western Europe 

But according to some observers, th 
evidence points in another direction. If 
so, Nixon may have been able to 
trade as an effective bargaining weapon 
These observers say that the Soviet 
have two reasons for opening up U.S 
Soviet trade. In the first place, they 
could buy more advanced equipment 
here, in certain industrial lines, than 
in Western Europe. Then, there 
the fact that more normal trade rela 
tions with the U.S. would strengthen 
their coexistence policy in other parts 
of the world—in short, make the 
U.S.S.R. seem more like a respectable 
member of the world community 

The full results of Nixon's trip 
won't be known for some time 
certainly not the results of anything he 
said on trade. But it may not be long 
before the world will know whether 
the Nixon-Herter joint effort has im- 
proved the chances of a Berlin settle 
ment and better U.S.-Soviet relations 
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Strike Gives Foreign Steelmakers 
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HOT SPOT for foreign steel sales is Houston, where big shipments of Belgian reinforcing bars (left), oil pipe (right) are unloaded. 


IMPORTER with biggest trade in foreign steel in Houstoa is NEW OFFICE of Mitsubishi, big Japanese steelmaker, is 
Andre Crispin, who's also the Texas city’s Belgian consul. one of several opened recently by foreign steel producers. 
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a Wedge to Widen U.S. Markets 


Steel imports have been 


searching, especially into Hous- 
ton (pictures), but sellers may 
not be able to hold all gains. 


While the steel industry sweats out 
its nationwide strike, both the com 
panics and the steelworkers are cast 
ing many an anxious glance over 
their shoulders. They are watching to 
see if foreign steel suppliers will seizc 
the opportunity to nail down a piece 
of the huge U.S. market for themselves. 
In the past couple of vears, the industry 
has learned that overseas competition 
is not given to missing any bets. 
¢ Spare Capacity—The U.S. steel mills 
—all but a handful of them now shut 
down—have plant capable of turning 
out 147.6-million ingot tons of steel a 
vear, Even if the United Steelworkers 
had not gone on strike, no one in the 
steel industry expected all that capacity 
would be used this vear; they figured 
there would be 30-million tons to spare. 

Yet, in the first five months of this 
vear, steel from foreign mills came into 
the U.S. at an average rate of 300,000 
tons a month—or 3.6-million tons a 
vear. (You can figure that 300,000 tons 
of steel products equals +00,000 ingot 
tons of mill production.) The imports 
themselves are only a small percentag« 
of the steel used in the U.S. But, sav 
men in the industry, what justifies their 
worrying about steel imports is that 
foreign steel is coming into the country 
at all—despite the substantial gap _be- 
tween U.S. production and capacity. 
e Recent Surge—Imports have leapt 
lately: from 118,000 tons in May last 
vear to 384,700 tons in May this vear. 
Meantime, the U.S. has lost its long- 
held position as a net exporter of steel 
in May it imported twice as much as it 
shipped abroad. This, the steelmen sav, 
makes apprehension even more justified. 

There’s no disputing the fact that 
steel imports are up sharply; their rise 
came right along with U.S. industry's 
scramble to build up steel inventories 
as a hedge against the strike. But out- 
siders who know the steel industry say 
it’s still too carly to tell the true impact 
of foreign steel on the U.S. market. 
The spring of 1960, when industry 
should be well along on rebuilding de- 
pleted steel inventories, will be the 
carliest time for a clear reading on how 
much of their inroads foreign steelmak- 
crs will be able to retain. It will have to 
sell then in a well-supplied market. 
¢ Busier Ports—Steel imports have 
been climbing fast. It’s not possible 
to tell how much more is entering the 
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country now than in May (the last 
month for which there are official fig- 
ures). But it’s plain from a survey made 
this week by BUSINESS WEEK reporters 
in the nation’s ports and industrial cen- 
ters that imports in June and July sur- 
passed those in May. 

On the West Coast, the amount of 
foreign steel unloaded at the ports of 
Los Angeles, Long Beach, and San 
Diego doubled in the six weeks from 
June 1 to the start of the steel strike; 
the week before last the three ports 
combined were handling foreign steel 
at a monthly rate of 35,000 tons. West 
German producers shipped most of the 
West Coast’s foreign steel until a few 
months ago. Now more and more is 
coming from Japanese mills. In Boston 
it’s estimated steel imports so far this 
vear are double those of last vear. 
Toledo, which handled virtually no for- 
cign steel until the Seaway opened, has 
unloaded 7,000 tons so far this vear. 
‘Trafic up the Mississippi is growing 
heavicr: In the first half of 1958, some 
4,000 tons left New Orleans for upriver 
cities; so far this year 15,000 tons of 
foreign steel have been shipped upriver. 
¢ Best Customers—Probably the hot- 
test place in the country for foreign 
steel sales is Houston. ‘There, at least 
four agents of foreign steel companies 
have set up offices, and at least another 
dozen brokers are handling sales of 
other foreign mills. In the first five 
months of this vear 300,000 tons of 
foreign steel (mostly reinforcement bars 
and oil country goods) came into the 
port of Houston compared with U.S.- 
produced tonnage of 461,000 tons. In 
the same time last vear, foreign steel 
ran to 83,800 tons and domestic to 
359,000 tons. It’s estimated that steel 
users in the Houston area buy 20% 
of all steel imported into the U.S. 

Ihe biggest man in this business in 
Houston is Andre Crispin (picture), a 
35-year-old Belgian, who holds the post 
of Belgian consul in Houston as well as 
running his import business. Some 
Southwest steel producers say that no 
matter what prices they charged, Cris- 
pin and the mills he represents would 
undercut them. Crispin, though, in- 
sists he’s not trying to run anybody 
out of business. “There’s simply not 
enough European steel available for 
export for it to become a_ primary 
source of supply in this or any other 
area of the country,” he says. Never- 
theless, he estimates that even after 
paving duties he is undercutting domes- 
tic prices by 2% to 5%. 
¢ Who Sells What—The American Iron 
& Steel Institute’s import records show 
that the bulk of steel imports (79% in 









Mav) comes from Europe and that 
than a third of European stee! ship| 
to the U.S. comes from the mill 
Belgium and Luxembourg. Steel 
ducers in those two countries live 
most wholly from exports. Their U.S 
salesmen and agents are probably th 
most aggressive in the business. B 
the competition to get a share 
U.S. market for imported steel, th 
West Germans and the 
selling harder; from April to MM 
vear the West Germans boosted thei 
steel exports to the U.S. from 
tons to 84,000 tons, and the Frencl 
from 59,000 tons to 74,500 ton 

Until this vear, the bulk of th 
ness done by foreign steel producer 
the U.S. was in concrete reinforcement 
bars, pipe and tubing, rods, and 
nails. Some 52% of the barbed 
used in the U.S. last vear caine fi 
foreign mills. ‘The foreign mills 
ness in the U.S. is still heavily in th 
lines. But in the last few 
thev’ve boosted sharply their busine 
in the generally more lucrative linc 
plates, sheets, and strip steel. 
¢ Upward Prices—Despite the har 
selling that’s going on, prices quote 
for foreign steel have been bounding 
upward since the strike began. In 
most everv industrial center, 
WEEK’s reporters found that foreign 
steel brokers and agents are offering 
prices now that are little different from 
those normally charged by domesti 
producers. Before the strike, the differ 
ence between U.S. and foreign mi 
products was, on the average, 540 t 
$50 a ton. Now it 
a ton at best. 

While prices have climbed 


French 


month 


BUSINESS 


seems to be SII 


have gone down. There may be n 
firm connection between the = tw 
though. It’s much more likely that 


orders have slipped from their peak 
in Mav and June because of the tim 
lag between order and delivery of 
shipment of foreign steel. ‘This lag 
rarely less than six to eight weeks and 
for some products runs three month 
This dip in orders—several steel im 
port agents say their booking are 20 
less this month than last—might give 
heart to some of the domestic produc 
ers who are apprehensive about foreign 
steel’s inroads. But the 
producers point out that in the last six 
months foreign steel mills have learned 
a lot about doing business in the U.S 
and that their next step probably will 
be to set up stocks in warehouses here. 
(Apart from foreign specialty 
makers, few do this at present.) So far, 
there’s little indication from BUSINESS 
WEEK'S survey that this is happening 


domestic 


steel 
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Steel Sets a Bargaining Pattern 


@ Other key industries, encouraged by steel’s strong 


stand, are firmly opposing any “inflationary” increases. 


@ It’s showing up already in aluminum, and in zinc 


and copper—but results there await steel outcome. 


@ Just how far other industries are following steel’s 


lead is hard to tell, but the signs are multiplying. 


steel fight to hold a 
even if it means 
' long and expensive strike—is reflected 


in bargaining policies of other key in- 


The industry 
labor cost line this veat 


lustries now going into union nego- 
tiations. Ileartened by the stecl cam- 
paign, managements are taking a firm 
position against “inflationarv’”” increases 
this veat 

e No “Give” in Sight—lhe stecl in 


dustry maintained this position stoutly, 
] 


despite record-breaking profit — state- 
ments (page 15). While its union pro- 


ted that it is 


rcfuse to give wage 


utterly ridiculous” to 


increases under such 


ircumstances, company officials de- 
fended the profits a not in anv wavy 
excessive,” and as necessary for plant 


modernization 


\Mleanwhile, Roger M. Blough, chair- 
of U.S. Stee] Corp., pledged that 
his company will not raise prices unless 
scttle- 
in nature, by gov 


man 
it is forced into an 
ment, “‘inflationarv’ 
crnment intervention 

Ideas differ 


‘involuntarv”’ 


ibout what “inflationary” 


means. Not all industries interpret it 
in a wav, that would require a wage 
freeze in 1959. But—although most em- 


plovers sav steel bargaining will not 
necessarily lead to a settlement pattern 
. for all—this prettv certain: No 
major employer wants to put on a 
negotiating table—at this point—any 
cconomic offer that might weaken the 
tecl companies’ stand against a 1959 


SsecTHns 


wage increase 
¢ Aluminum Impasse—This was par- 


ticularly true in aluminum negotiations 
carly this weck. The industry's Big 
Vhree—The Aluminum Co. of America, 
Revnolds Metals Co., and Kaiser Alu- 
minum & Chemical Corp—also face the 
United Steelworkers across the bargain- 
ing table, along with other unions. 

lor weeks, the companies got no- 
where in their separate negotiations 
with USW, the dominant union in the 
industry. Thev found that their con- 
tract discussions could not be divorced 
from the steel bargaining. The union 
made the demands that it had 
placed, earlier, before the steel compa- 
nies. And it made clear, in much the 
same wav as in steel, that it would 
accept no “‘retreat’” from noneconomic 


Sac 


24 


gains won in past negotiations—those 
covering work practices and job rights. 
Che aluminum Big Three felt there 


was only one thing to do. Thev coun- 
tered by proposing a one-year wage 


freeze and the suspension of periodic 
cost-of-living adjustments in pav—ex- 
actly the proposal made in May by steel 
¢ Contracts Extended—The deadlock 
was as tight as that in stecl. For a time, 
USW threatened to shut down alumi 
num plants this weekend, when con- 
tracts would expire. The aluminum 
threat ended quickly at midweek. With 
a half-million members already on strike, 
the USW did not want another walk- 
out. It opened the door, a crack, to a 
proposal for an extension of aluminum 
contracts. And an extension was agreed 


on. 

Under it, present contracts will re- 
main in effect “until 30 davs after a 
settlement is reached in the cur 


rent negotiations with the major basic 
stecl] companies.” 

¢ No Bargaining—he extension recog 
nized the futility of trving to bargain 
during the tight steel deadlock. 

(his situation of frustration is found 
particularly—but not cxclusivelv—in the 
aluminum industrv because of its close 
relationship with the steel industrv. The 
union left little doubt that it 
hoped to get an aluminum contract that 
could be exploited to open up the dead- 
locked steel negotiations 

his hope faded when the union en- 

countered what its president, David J. 
McDonald, called ‘as much of a united 
front in bargaining . . . as the steel in- 
dustrv_ has.”’ 
e Nonferrous, Too—The steel union 
and the rival Mine, Mill & Smelter 
Workers found much the same solidar- 
ity among major emplovers in copper 
and zinc. 

Contracts expired a month ago. Both 
unions let work continue, on a day-to- 
day basis, for the same very practical 
reason: A strike against a “no wage in- 
crease” position of copper producers 
could be long, costly, and quite pos- 
sibly a failure considering the weakness 
of the unions in the industry. 

USW is willing to continue to sit 
tight, to wait for a steel pattern to 


stcel 


emerge. Mine-Mill took a strike vote 
but would also like to avoid the msk of 
a strike. However, MMSW 


members 


are restive. Locals in New Mexico quit 


for a dav carly this week, to protest 
long drawn out” negotiations. 

¢ Other Negotiations—In other indus- 
trices, the situation is much the same. 
Ihe kev issues are high labor costs and 
restrictive contract clauses. Because 
these are the in steel, 
an apparent wariness about bargaining 
now. 

In part, this seems to result from a 
fecling—the same felt in the aluminum 
negotiations—that the atmosphere now 
is unfavorable for “free and amicable” 
bargaining 

Che steel industrv’s fight has svm- 
pethv—and perhaps some support—in 
cther industries 
sarily mean that management is taking 
a coordinated bargaining position 

Significantly, the apparent toughened 
attitude reaches down to small manage 
ment. A good example is Erie Resistor 
Corp., in Erie, Pa., (page 77) 
¢ Following a Lead—lor the most part, 
what appears to be a 


there is 


issues 


This does not neces- 


coordinated ncgo- 
tiating campaign by emplovers is merch 
the result of the fact that steel’s firmness 
is influencing others to take a similar 
position. 

So far, it’s hard to tell just what other 
companies in what other industries have 
made decisions to follow 
It’s the now—in aluminum and 
nonferrous industrics. It’s also true in 
the railroad industry, which has 
tiations opening in November. 

In meat packing, major emplovers 
have made “‘noninflationary” proposals 
to their unions. So far, thev haven't 
made public what they have suggested 
to counter hefty demands. But at least 
one big packer wants to eliminate wage 
escalation and make some 
changes in contracts. And, significantly, 
the packers plan to base their bargain- 
ing stand on the “inflation” issuc raised 


steel’s lead. 


Case 


nego- 


cost-saving 


in steel. 

In oil and chemicals, no broad wage- 
freeze movement is apparent in scat- 
tered bargaining, but management de- 
mands are appearing for changes m 
contracts to allow increased use of cost- 
cutting equipment. 

In the rubber industry, the Goodyear 
Tire & Rubber Co. and other tire- 
makers want to hold the line on wages. 
Recently, Goodvear announced a cut in 
tire prices, on the eve of negotiations 
with the United Rubber Workers (BW 
-Jul.25°59,p36). The company insisted 
the cut was made to “help in the fight 
on inflation”; but coincidentally or not, 
the cut was ideally timed to take the 
wind out of URW’’s sails. 
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“These High Voltage 
Air Break Starters 


have paid for 


themselves” 








...at A. O. Smith Corporation, 


Milwaukee 


The first of twenty Allen-Bradley High Voltage Starters 


has made over 400,000 operations—with absolutely no maintenance! 


Compressing pipe to the proper diame- 
ter in the A. O. Smith plant has a/ways 
been a “‘brutal’”’ job for motor starters. 
But since the installation of rugged, 
heavy-duty, Allen-Bradley high voltage 
air break starters, company records show 
that they have actually “paid for them- 
selves’’ out of the savings in maintenance! 


Allen-Bradley high voltage air break 
starters have the same solenoid contac- 
tor design that provides millions of trou- 
ble free operations in A-B low voltage 
starters. This simple construction—with 


only ONE moving part—is the basis for 
the tremendous operating life you can ex- 
pect from A-B high voltage starters. In 
addition, their double break, silver alloy 
contacts never need servicing—they re- 
main in perfect operating condition un- 
til completely worn away. 


Allen-Bradley high voltage air break 
starters are available for all types of mo 
tors and all types of service. Let us send 
you Publication 6080—it contains com 
plete details. Also, when you have a par 
ticularly ‘‘tough’’ job, please remember 
Allen-Bradley quality motor control. 


Allen-Bradley Co., 1332 S. Second St., Milwaukee 4, Wis. 
In Canada: Allen-Bradley Canada Ltd., Galt, Ont. 


ALLEN-BRADLEY 
Quality Motor Control 








No More Cut-Rate Aluminum 


As long as the market was soft, just about everyone got 
discounts below the posted prices. But with demand stronger 
now, prices have firmed, another rise is in prospect. 


Although there has been none of the 
fanfare usually associated with a price 
change of a major metal, aluminum now 
costs more than it did only a month 
igo 

lo be the price quotations of 
the U.S. producers remain at 24.7¢ 
per lb. for pig aluminum and 26.8¢ per 


sure, 


lb. for ingot, where thev have been 
since last August. But during the 


period of slack demand brought on by 
the recession and the end of govern- 
ment stockpiling, almost no one was 
paying these prices, because of generous 
discounts of various sorts. Effective 
July 1, however, Kaiser Aluminum & 
Chemical Corp. abolished probably the 
most significant discount, the freight 
illowance, and the other U.S. primary 
producers—chiefly Reynolds Metals Co. 
ind Aluminum Co. of America—fol- 
lowed Kaiser’s example. 

\s a result, the quoted prices mean 
something once more, and, in effect, 
there has been a price rise in aluminum. 
I here may well be another this month 
or next. If so, the reasons will include 
improving demand and _ rising 
imong them the bill for labor. 
¢ Jogged by Canada—Last month’s 
quict change in aluminum prices was 
the most recent in a complex series that 
began in April, 1955, at the instigation of 
Canada’s giant Aluminium, Ltd. Until 
then, Aluminium had been selling metal 
it the same price charged by the major 
U.S. producers. For many years, 
\luminium’s most important U.S. cus- 
WETE producers, who 
‘lacked the primary metal capacity to 
supply both their own fabricating plants 
ind their independent fabricator cus- 
tomers. As long as this was the case, 
Aluminium had reasons to tag its metal 
with the price that prevailed among big 
U.S. aluminum companies. 

But the situation had changed by 
April of last year. The U.S. companies 
had so much primary production capac- 
ity of their own that they were, taking 
considerably less metal from Alumi- 
nium. The Canadian company found 
itself relying for U.S. business on 
the independent fabricators, to which it 
is the major supplier. And the U.S. 
independents had long complained of 
a squeeze between the price they had 
to pay the big integrated producers for 
pig aluminum and the price at which 
the majors sold their own fabricated 
items. Naturally, the independents had 
to meet the giants’ fabricated prices to 
stay competitive, but the difference be- 


costs, 


tomers these 
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tween these prices and the cost of pig 
left them little room for profit. 

¢ Two Cents Less—So Aluminium 
served notice from Canada on the 
U.S. producers that it was going to 
offer some lively competition both for 
business among the independent fabri- 
cators at home and for business abroad. 
{t dropped the aluminum pig price 2¢ 
per Ib. to 24¢—and the U.S. giants soon 
tollowed. They also cut the price of 
their fabricated products, so that the 
squeeze on the independents was not 
loosened. But many observers felt Alu- 
minium had at least scored a point in 
principle. 

Of course, Aluminium’s price cut was 
motivated by other reasons than a desire 
to retain its independent U.S. cus- 
tomers. At about the same time, the 
US.S.R. was invading European alu- 
minum markets, and the Soviet sales- 
men were offering the metal at reduced 
prices, Aluminium was fearful of los- 
ing some of its European business. (As 
it turned out, of course, the Russians 
had only a limited amount of aluminum 
to hawk, and their export sales have 
actually decreased.) 
¢ Overseas Threat—Probablv the most 
important factor behind the 2¢ price 
cut, however, was rivalrv on world mar- 
kets from the U.S. producers. These 
companies had formerly been avid cus- 
tomers for Aluminium’s metal, and 
Aluminium was safely ensconced as the 
big seller of aluminum overseas. But 
with their production capacities ex- 
panded, the U.S. outfits became actively 
competitive with Aluminium abroad. 
Last Februarv, in fact, more aluminum 
was shipped to European markets from 
the U.S. than from Canada. 

The U.S. aluminum companies have 
been building foreign business in sev- 
eral ways. They have been wooing in- 
dependent fabricators overseas with 
prices equivalent to less than 22¢ per 
Ib. at U.S. ports and sometimes even 
less. And they have been establishing 
subsidiaries and making alliances abroad 
in order to acquire outlets for their 
metal. The most recent instance of 
this trend was Alcoa’s deal with Brit- 
ain’s Imperial Chemical Industries, 
Ltd., to run fabricating facilities through 
a joint subsidiary (BW—Jun.27°59,p34). 
Revnolds, for its part, won a share in 
control of British Aluminium, a major 
fabricator (BW —Jan.17°59,p59). 

e Prices Since Then—F or a few months 
after Aluminium’s initiative pulled 
prices down to 24¢ per Ib., aluminum 


stayed stable. But last August, this time 
with Alcoa, the traditional price pace- 
setter, in the lead, the pig price went 
to 24.7¢. The provocation was a wage 
increase built into the industry’s three- 
vear contract with the United Steel- 
workers, then entering its third year. 
Aluminium went along with the 0.7¢ 
increase, and in theory it stuck, despite 
the fact that primary producers were 
operating at only 73% of capacity. 

However, in practice it soon became 
possible to buy aluminum at l¢ to 2¢ 
per Ib. less than the posted price, with 
discounts probably even fatter on fab- 
ricated products, because of the market 
weakness. Aluminum was selling on a 
freight allowed basis, which meant the 
customer got a discount off the quoted 
price equal to the amount he paid for 
freight. If his freight bill were 0.3¢ 
per Ib., for example, he would pay only 
24.4¢ for pig quoted ‘at 24.7¢. But as 
the market softened, freight allowances 
began to exceed the actual cost of the 
freight by more than l¢ per lb. and, 
according to some reports, sometimes 
by as much as 14¢. ‘The same customer 
might be paving only 23.4¢ or even 
less for his pig. 

In addition, other types of discounts 

affected the price. Customers who re- 
sold their scrap to the major companies 
got higher prices than prevailed on the 
scrap market. Some customers were 
given many months to pay their bills. 
Occasionally, premium-grade metal was 
sold at regular-grade prices. And, of 
course, there were allowances for adver- 
tising and display. 
e New Basis—The first switch in dis- 
count policy took effect July 1, with a 
shift from a freight allowed to a deliv- 
ered pricing svstem. Under this system, 
the customer, in effect, pays the quoted 
price, but for metal delivered to his 
door; the producer absorbs the freight 
cost. All customers pay the same price; 
the producer's net varies with the cus- 
tomer’s location. 

Ihe change was first annownced in a 
letter Kaiser sent its customers about 


June 1. Later, the other producers fol- 
lowed suit. In Revnolds’ announce- 
ment, Vice-Pres. David P. Revnolds 


commented: “We think this is the fair- 
est and best way to eliminate inequi- 
ties.” 

¢ Healthier Market—With the posted 
price more meaningful, it’s possible 
that the quotation will take another 
jump before long. Inventory buving 
will stop once the industry’s customers 
are no longer worried by the threat of 
a strike, but demand has been improv- 
ing in any case. ‘Total shipments of 
aluminum products last May reached 
an all-time record of about 200,000 
tons. The operating rate in May and 
June was back up to 87%. If labor costs 
climb, the producers will have further 
arguments for a price boost. 
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All-weather auditorium in Pittsburgh 
will be covered by a 415-foot 


= a diameter Nickel-containing stainless an audience of more than 13,000. 
a 


steel dome. Largest of its kind in 
the world, the dome will protect 


“Push-button umbrella roof” of stainless steel 
gives Pittsburgh a new all-weather auditorium 


Watching a play or listening to 
music under the stars heightens the 
enjoyment. That is, until a passing 
shower comes along to wash out the 
fun. But now comes a new idea in 
auditoriums. In this one, an 
umbrella roof of Nickel-containing 
stainless steel will close at the first 
drops of rain—and on with the show. 

It’s a simple concept, but a daring 
one. Eight huge sections nest to- 
gether when the dome is open. Push 
a button, and six of these sections 
glide quietly together around an 
outside track. 


They looked into all sorts of 
sheathing materials in designing the 
dome before choosing stainless — a 
Nickel-containing stainless steel. 


For stainless with Nickel in it is 
one of the most weatherproof metals 
there is. It is corrosion-resisting all 
the way through — in salt air as well 
as industrial atmospheres. What’s 
more, it’s virtually self-cleaning — 
rainfall alone keeps this metal clean, 


No wonder you see Nickel-con- 
taining stainless wherever strength, 
long life and handsome appearance 


are called for! Not only in buildings 
— inside and out — but everywhere 
you look, 


Suggest something to you? Can 
stainless help you solve a problem 
involving corrosion, stress, appear- 
ance, temperature extremes? The 
way to find out is to write us. We'll 
see if Nickel-containing stainless 
steel — or some other nickel alloy — 
may be just what you're looking for. 


THE INTERNATIONAL NICKEL COMPANY, INC. 
67 Wall Street giko, New York 5,N. Y. 


INCO NICKEL 


NICKEL MAKES ALLOYS PERFORM BETTER LONGER 








In Business 


Massey-Ferguson Buys Standard Plants; 
Now It’s Biggest Tractor Maker 


Canada’s Massev-Ferguson, Ltd., this week claimed the 
title of world’s largest farm tractor manufacturer by buy- 
ing the tractor facilities of Standard Motor Co. of Britain. 
Standard also makes cars 

Massey-Ferguson will get Standard’s tractor plant at 
Coventry and full control of the two Societe Standard 
Hotchkiss plants at Paris and Beauvais, France. The three 
plants have an annual capacity of 125,000 units. 

The agreement calls for Massey-Ferguson to pay Stand- 
ard $32-million for acquisition of the three plants and 
$7.5-million for Standard’s tractor parts inventories. 

\t the time of the transaction, Massev-Ferguson al- 
ready owned 24% of Standard and had a 50% control of 
the two French plants 


Kaiser-Dillingham War in Hawaii 


Lulled in Cement, Flares in Dredging 


Honolulu’s City Council has brought peace on one 
front of the business war between Henry J. Kaiser and 
Walter F. Dillingham, Hawaii's home-grown tvcoon 
BW —Jun.20°59,p201) 

By the settlement, Kaiser will be able to build a plant 
for his Permanente Cement Co., but not in the chosen 
location near a Dillingham-backed resort area. Kaiser can 
dig coral for the plant at the first site, but he has to 
crush and process it a couple of miles away. Both sides say 
thev are satisfied, though the Dillingham side claims vic- 
tory and the new site adds $1.5-million to Kaiser’s costs. 

_ Meanwhile, firing was brisk on another front as Kaiser 
announced several amphibious-type additions to the 
dredging fleet with which he hopes to break into a field 
now dominated by Dillingham. 


Wider, Quicker Business Forecasts 


Brewed by Econometric Institute 


\ set of 80 mathematical relationships from which an 
electronic computer can extract an 18-months-ahead fore- 
cast of the U.S. economy has been developed by Dr. 
Colin Clark, research director of the Econometric In- 
stitute, Inc. 

Clark, long a practitioner of mathematical forecasting, 
has a number of successes and one resounding failure on 
his record. It was he who predicted that the mild 1953-54 
business dip would turn into a collapse (BW—Aug.7’54, 
p120). 

The so-called model, when fed into an IBM 650 com- 
puter, gives quarterly forecasts of some 70 statistical series; 
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a complete new forecast can be produced in two days. 
This speed, plus the wide detail given, are the chief 
charms of the new setup. Earlier models, such as the one 
at the University of Michigan, are used only for annual 
forecasts, and for far fewer series. 

The Clark model may have a real rival soon. ‘The 
Wharton School says it is nearing completion of a 
quarterly forecasting model that will use anticipations 
data from surveys of consumer and business spending 
plans. 


Fed Admits Its Production Index 
Has Lagged Behind Reality of Growth 


Federal Reserve Board Chnin. William McC. Martin 
this week told Congress’ Joint Economic Committee that 
the board’s famous Index of Industrial Production had 
been underestimating the nation’s output—just as some 
skeptical economists have long maintained 

Martin said industrial production is growing at an 
annual rate 20% higher than present statistics indicate, 
which means that the annual growth rate for the past 
decade has been something like 3.8% instead of 3.2%. 
He added that the mid-June index, with 1947-49 equal to 
100, should have been 165 instead of 155. 

The new figures provide ammunition for labor leaders, 
since they indicate higher output per man-hour. ‘They 
also weaken the Democrats’ contention that the Admin- 
istration has been content to let the economy grow too 
slowly. 

Actually, the upward revision is less startling than the 
bald figures. Almost half the 10-point boost in the June 
index is due to the addition of electric power and 
natural gas output to the index. 


° 2 e 

Studebaker Creditors Sell Off Preferred; 

Lehman Bros. Among the Big Buyers 
Some—perhaps all—of the big blocks of $16.5-million 


Studebaker-Packard convertible $5 preferred stock owned 
by 20 commercial banks, and three insurance companies 


have been broken into smaller pieces and sold. ‘The 
‘ ~~ . 
original investors, owed some $55-million by Studebaker, 


had taken the preferred along with $16.5-million 5% 


é - 
notes, due 1973, about a year ago as part of the motor 


company’s financial reorganization. 

If the preferred, which can be converted on Jan. 1, 
1961, into 5.5-million common shares, were held by one 
combine, it would amount to working control. 

An incomplete SEC registration statement indicates 
that 12 of the 20 banks have sold 31,381 of the 88,796 
shares of bank-held stock, and one insurance company has 
sold 15,082 of the 75,412 preferred shares held by insur- 
ance interests. 

Among the buyers, Lehman Bros., a Wall Street invest- 
ment banker, was a big purchaser; Daimler-Benz, which 
has a sales and service contract, refused to confirm or deny 
rumors it was also a big taker. Of the 29 known buyers, 
A. M. Sonnabend, a member of the Studebaker executive 
committee, picked up 7,032 shares. 
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An Idea Advertisement of Spencer Chemical Company 





In The Bag: Answers To Major Packaging Problems 


Will this recently developed 
heavy-duty polyethylene bag 
revolutionize packaging? 
Leading manufacturers in 5 
different fields say “Yes!” 
Here’s why: 


Transparent shipping bags that allow 
complete display of the packaged prod- 
uct, yet are actually tougher than multi- 
wall paper bags, sound like a dreamer’s 
idle thought. But today this “dream 
package” has become a reality. 


Developed by Spencer Chemical 
Company* of Kansas City, Missouri, 
in conjunction with some of the indus- 
try’s leading extruders and converters, 
the bags are made entirely of polyethyl- 
ene plastic. 


Already enthusiastically endorsed by 
manufacturers of fertilizer, chemicals, 
feeds, seed and bulk foods, the heavy- 
duty polyethylene bags offer a surpris- 
ingly wide variety of advantages: 


Moistureproof, the thick plastic bags 
protect against any moisture leaking in 
—or out—during shipment and storage. 
Even a drenching rain won’t soak 
through. They can be stored out of 
doors if necessary: 


Transparent, the polyethylene bags make 
it easy to identify and inventory prod- 
ucts. And because the bags give cus- 
tomers a full view of the product, there 


*Spencer Chemical Company markets ‘‘Poly-Eth’’ 
Polyethylene from which polyethylene film is 
made, ‘‘Poly-Pro’’ Polypropylene and Spencer 
Nylon. ‘‘Poly-Eth’’ and ‘‘Poly-Pro”’ are registered 
trademarks of Spencer Chemical Company. 





Stronger than multi-wall paper bags, yet lighter in weight, this new trans- 
parent bag of thick polyethylene is fast changing the packaging habits of leading 


manufacturers across the nation. 


is no need for the “windows” that are 
a weak spot in paper bags. 


Stronger, these bags reduce breakage 
in shipment to less than 4%, of 1%— 
proven by actual shipping experience. 
And the few punctures or breaks that 
do occur do not spread. 


Re-useable, the all-polyethylene bags 
serve as a valuable bonus to the end- 
purchaser. 


Full-color printing for extra display 
value is now an added feature of these 
heavy-duty polyethylene bags. 





New carton cuts packaging costs! The Frank G. Shattuck Company of New 
York, producer of Schrafft’s Coffee Ring, recently switched to a new carton 
made of a special polyethylene board coated with Spencer “Poly-Eth” resin. 
The cartons are made by Continental Folding Paper Box Cempany, Inc., Ridge- 
field, N. J. Cardboard is .014 Solid Bleached Sulphate with a %, mil coating of 
Gluable PG POLYEON® produced by Lowe Paper Co., also of Ridgefield. 


(Photo: Chippewa Plastics Co.) 


Casting an interested eye at the poly 
ethylene bags are manufacturers of drill 
ing mud additives, peat moss, rubber 
grade sulphur, hydroscopic phosphates 
and anti-oxidants, to name only a few 


If you have a product that requires 
a moisture-proof container with a water 
tight seal, sturdy yet light in weight 
it will pay you to consider using thes« 
heavy-duty polyethylene bags. 

For complete information, tear out 
and mail the coupon at the bottom of 
this page to Spencer Chemical Company 





SPENCER CHEMICAL COMPANY 
“‘America’s Growing Name in Chemicals’’ 
555 Dwight Bldg., Kansas City, Mo. Spencer 
Products: “Poly-Pro” Polypropylene @ “Poly- 
Eth” Polyethylene ®© Spencer Nylon © Ammonia 
(Commercial, Refrigeration and Metal-Treating 
Grades) @ Aqua Ammonia ¢ 83% Ammonia 
Nitrate Solution @ Methanol ¢ Formaldehyde 
@FREZALL (Spencer Dry Ice) @ Liquid CO, ¢ 
Cylinder Ammonia e¢ Nitric Acid @ Uranium 
Dioxide @ ‘‘Mr. N’’ Ammonium Nitrate Fertilizer 
e SPENSOL GREEEN and URA-GREEEN 
(Spencer Nitrogen Solutions) ® SPEN-AMM 
(Spencer Anhydrous Ammonia) @ Urea Fertilizer. 





FACTS FREE 


Check the items below in which 
you are interested. Then mail this 
coupon to Spencer Chemical Com- 
pany, 555 Dwight Building, Kan- 
sas City 5, Missouri. 

CO “Heavy-Duty Polyethylene Bags” 


CZ “Polyethylene for Packaging” 




















REL Le will save taxpayers $2,835,000 


on the first 39 miles of North Dakota’s Interstate 94! 


North Dakota chose concrete to get the big savings 
where they count most—on upkeep. On the 39-mile 
stretch between Jamestown and Valley City—and for 
other sections of the Interstate System— North Dakota 
had good reasons for choosing concrete. Concrete means 
tax savings and real dollar value. 

Concrete gives sizable year-after-year savings on up- 
keep. These savings pay back the investment in con- 
crete’s quality. Concrete will save $72,200 per mile over 
35 years. 

The reasons are simple enough! Concrete needs no 
special seal coatings, no periodic resurfacings— both 


costly items. There’s far less routine maintenance, too. 

Concrete is nonflexible . . . it has beam strength it 
never loses. In fact, concrete grows stronger year by 
year. Modern air-entrained concrete gives built-in pro- 
tection against damage caused by freezing and thawing. 

Concrete highways 35 years old are a matter of record. 
Today’s modern concrete promises 50 years and more 
of smooth going for drivers. Thrifty concrete on the In- 
terstate System leaves more funds for other highways. 
Concrete means true economy for taxpayers, both today 
and in the future. It’s easy to see why concrete is the 
preferred pavement for important highways everywhere. 





A graph of total costs (amortization of first 


SAVINGS WITH CONCRETE ON 39 MILES OF 4-LANE INTERSTATE 94 





cost plus surface maintenance) is shown for 
concrete and asphalt designs considered for 
first section of North Dakota’s Interstate 94. 
Routine maintenance figures are based on 
averages from 28 reporting states. Asphalt re- 
surfacing schedule is based on Bureau of 
Public Roads life expectancy studies. 
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Pres. Eisenhower still stands firm on the steel strike. 


No early intervention is in sight. Only this week the President said he 
won’t jump in with federal authority, because he doesn’t want to pick sides in 
this labor-management dispute. He could step in with the Taft-Hartley 80- 
day cooling off period. But he doesn’t think this would be any good in settling 
the basic struggle. 


Time may change the White House attitude. Advice to Eisenhower is 
that a six-weeks’ strike will not cripple the economy. If the strike goes 
beyond that time, Washington will become really concerned. 


Here’s the thing to keep in mind: Anytime the government is forced 
into a labor-management dispute, the political pressure usually is in labor’s 
favor. Eisenhower is firm against anything that would add to inflation. But 
many of his advisers, government and business, fear that if he is drawn 
into an effort to settle the steel dispute, politics will force him to the union 
side—there are more steelworkers than mill owners. 


A legal attack on union bosses is under consideration. So far, it is still 
in the talking stage. 


Handling of welfare funds seems to be the key. The Justice Dept. is 
looking into reports that such union funds have been diverted to political 
purposes with the knowledge and approval of top union leaders. 


It’s an issue that has come to White House attention. Some of the Pres- 
ident’s top legal advisers think they may have a case against some top union 
bosses. But there’s much more than legal considerations involved. 


The politics involved is easy to see. It overlaps Presidential ambi- 
tions. Atty. Gen. Rogers has to make the final decision politically, he is a 
Nixon man and leans to Labor Secy. Mitchell as Nixon’s running mate 
in the 1960 elections. Rogers is worried about public reaction. He fears 
that such an attack on the labor bosses might backfire—be called an attack 
on the unions. 


The GOP wants to escape an anti-labor tag. Union leaders have been 
bitter in their comments on Eisenhower’s union reform proposals. And any 
legal move against unions would add fuel to this fire. For this reason, the 
whole thing may be dropped. 


Labor’s politicking also attracts new attention in Congress. 
Reuther’s United Auto Workers union is the principal cause. 


~ But business will inevitably become involved if present behind-scenes 
investigation leads to public hearings. 


Here’s the situation: The Senate’s Labor Rackets Committee, the so- 
called McClellan group, has had investigators in Detroit for several weeks 
looking at, among other things, the UAW’s “flower fund.” Supported by 
union members’ contributions, this is for the purchase of flowers for sick 
or deceased unionists. The committee has asked its investigators whether 
part of the fund is also being used for political activities. 


31 








WASHINGTON OUTLOOK Continued 





WASHINGTON 
BUREAU 
AUG. 1, 1959 


32 


A decision on whether to have hearings is expected fairly soon—perhaps 
in the next week or two. Pressures for such hearings will be strong. While 
the UAW is the focal point, committee sources point out, too, that Hoffa’s 
Teamsters, the AFL-CIO’s political action arm (COPE), and several corpo- 
rations plan to step up political activities at the national level. 


Here’s the prospect for businessmen: If the Senate committee hauls 
up Reuther and the UAW or Hoffa or COPE to defend their politicking, the 
unions will argue that many corporations are expanding their direct political 
activities at the national level nowadays. Committee sources say they don’t 
want to scare business out of politics. One of the problems is how to avoid 
this happening if the inquiry develops into full-blown hearings. 


Note that union political activity for 1960 is under way already. Hoffa 
makes no secret of his union’s intentions to go after Teamster enemies in the 
coming campaign. This week in Wisconsin, UAW sources told newsmen that 
the auto union’s influence probably would be thrown to Sen. Hubert 
Humphrey in the state’s Presidential primary. Sen. John F. Kennedy, 
Humphrey’s chief potential rival in Wisconsin, is a member of the McClellan 
committee, and his brother, Robert Kennedy, is the McClellan committee’s 
chief counsel. 


Some notes on what goes on inside the White House these days: 


Eisenhower enjoys, prolongs, his weekly meetings with GOP legislators. 
Some of the Congressional regulars complain good humoredly that the Tues- 
day morning White House meetings with the President are often needlessly 
long, simply because Eisenhower turns them into high-spirited, old-fashioned 
bull sessions, and forgets to give the adjournment signal. 


House Leader Halleck, Budget Chief Stans, GOP Chmn. Morton, who 
is also a senator from Kentucky, are portrayed as the strong men behind 
Eisenhower in his tough stand against Congressional Democrats and their 
spending programs. Knowledgeable insiders give the three most credit 
for influencing Eisenhower’s frequent resort to the veto, or veto threat. 


Vice-Pres. Nixon has a mild worry about the “veto pistol” that the Presi- 
dent keeps turned toward Capitol Hill. Nixon has gone along willingly with 
the veto decisions thus far. But he frequently comes up with the line that 
the Republicans must take care to present a positive face—not let the im- 
pression arise that they’re against everything. 


Eisenhower talks no domestic politics with Democratic leaders. The 
informal get-togethers between the President and Lyndon Johnson or Sam 
Rayburn are less frequent nowadays than in the early part of the session. 
And the Democrats are called to the White House only to discuss inter- 
national affairs or matters relating to national security. 


Intimates say Eisenhower is privately peeved at Sen. Johnson. Both 
sides deny it for the record, but the report persists. In confidential talks, 
qualified sources say that Eisenhower figures that Johnson might have 
secured confirmation of Lewis Strauss as Commerce Secretary if he had 
been willing to give it a try. 
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General American Develops the Dry-Flo Car... 
A Safe, Clean, Low-Cost Package for 
Shipping Dry Materials in Bulk 


Dry foodstuffs such as beans, peanuts, malt . . . chemicals tial feature. All these advantages... and competitive, p» 
such as polyethylene... materials such as feed ingredients wise with other covered hopper cars. 
are tough to ship in bulk. Something special was needed. Whether your own problems relate to processing, ship} 
Just as General American’s engineers developed the or storage... to mixing or drying... to coating, fast 
| AIRSLIDE® Car for bulk shipment of finely powdered conveying ... to chemicals, foods, petroleum, plastic 
materials, they have now introduced the new DRY-FLO* solids, liquids or gases, General American’s broad exper 
Car—a unique covered-hopper car that loads and unloads and directed imagination can help you solve them. 
easily (either pneumatically or mechanically), that provides Whatever you mine or manufacture, process or ship, 
economical bulk shipment for pelletized or flaked products us show you why #t pays to plan with General Amer 
and that assures freedom from contamination as an essen- Dry-Flo Cars (*Trade Mark) are built in two sizes 


—2450 and 3500 cubic foot capacities 


GENERAL AMERICAN TRANSPORTATION CORPORATION 










135 South LaSalle Street, 

Chicago 90, Illinois 

Offices in 

| principal cities 
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AIR-CUSHION SCOOTER is one version of the new vehicles that “locomote” a few 
inches off the ground. Scooter, which has a 5-hp. engine, was built at Princeton lab. 











| 


‘AEROMOBILE is used by its designet-builder, Dr. W. R. Bertelsen, to hop over back 
country roads as he makes his medical rounds in Illinois. The car travels at 40 mph. 


EXPERIMENTAL MODEL of air-cushion car is displayed by Dr. Andrew Kucher, Ford 
engineering and research vice-president. Ford thinks same idea could be applied to trains. 


Locomoting on a Bubble of Air 


Vehicles pictured here travel 
above the ground or water. But 
they don’t fly. They ride on 
cushion of air. 


A low-flying aircraft without wings or 
rotor, a high-riding speedboat that 
leaves no wake in the water—the new 
air-cushion vehicle fits both of these 
descriptions. Floating along on a bubble 
of air is the newest way of traveling 
(pictures). 

At least half a dozen prototypes have 
already appeared in tests, and many 
more are on the way. Both the Army 
and the Navy have a keen interest in 
them, and manufacturers are exploring 
their commercial possibilities, too. 

The family of air-cushion cars is dis- 
tinguished by superficial resemblance to 
a saucer or a bathtub, upside-down, and 
by the low altitude at which they op- 
erate. The only other flying objects that 
resemble them, the ducted flying fans 
or flying platforms, are really short- 
rotored helicopters with a lot of aero- 
dynamic lifting power and a higher al- 
titude range. Air-cushion cars operate 
inches above the ground; flying plat- 
forms, at tree-top heights. 

Persons who have ridden these new- 

stvle craft report that scooting along in 
one gives you an odd, exhilarating feel- 
ing. The overriding feeling is_ of 
smoothness; there are no bumps or 
jolts. “It’s like nding on air,” 
explained. 
e Fly but Don’t Fly—In the strict tech- 
nical sense, air-cushion vehicles don’t 
fly. According to a Curtiss-Wright 
Corp. engineer, the best word for what 
thev do is “locomote.” 

Helicopters and vertical-rising air- 
craft, including the flying fan type of 
experimental vehicle, get their lift from 
the downward thrust of their jet engines 
or the upward pull of their rotors. ‘This 
requires powerful and expensive engines, 
or very large rotors. 

Air-cushion vehicles, on the other 
hand, float a few inches or a few feet 
off the ground on a cushion of air they 
themselves pump up. This cushion of 
air, which is continually slowly leaking 
away, is continually being replaced by 
a horizontal fan in the center of the 
vehicle. Some designs, in order to in- 
crease lift, hold the air-cushion in place 
with air jetted down through slots 
around the rim of the dome. 

e Ground Effect—The closer to the 
ground air-cushion vehicles operate, the 
greater the lifting power. This natural 
phenomenon, called ground effect, is 
what makes air-cushion vehicles work- 
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HOVERCRAFT, developed by Britain’s Saunders-Roe, is a 30-ft. UNDERSIDE of Hovercraft has peripheral slots through which 
oval-shaped vehicle that glides 15 in. above surface of water at a is pushed out to maintain the cushion of air the vehicle rides 
speed of 25 mph. The machine can also skim over land. The slots are connected to power-driven fan. 
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STACK THE DECK 


Up to now, “stacking the deck” has always been 
thought of as a dishonest art engaged in by profes- 
sional gamblers and other shady characters. 

But today Hughes electronics engineers are using 
this same art to benefit you. 

They combine solid-state materials (advanced 
types of diodes, transistors, thin metallic films, etc.) 
into wafer-thin “cards”—each a complete electronic 
circuit or other major element. Carefully “stacked” 
together these “cards” can become a transmitter, a 
computer, even a complete system. Compact and 
unbelievably reliable, the resulting product is no 
larger than an actual deck of cards—and often is 
smaller than a book of matches! 





This Hughes solid-state micro-module contains a com- 
plete electronic circuit. A few years ago this circuit would 
have been many times larger and far less reliable. 


Already, the Hughes Semiconductor Division is 
making diodes, transistors and rectifiers no larger 
than the period at the end of this sentence. In the 
Hughes laboratories, thin films are replacing bulky 
coils and capacitors. 

Working for the future, or building components 
and systems for today, reliability is the keynote of 
Hughes’ effort. Your assurance of utmost reliability 


{ 
Creating a new world with ELECTRONICS 





is the experience of 5,000 Hughes engineers and 
scientists...one of the industry’s leading teams in 
research, development and manufacture of elec- 
tronics equipment. This team is responsible for the 
remarkable reliability records set by Hughes semi- 
conductor devices, cathode-ray display storage 
tubes, special purpose instruments, vacuum gauge 





This Hughes physicist, shown studying impurity atoms 
in a silicon crystal, is part of the Hughes team of engi- 
neers and scientists who are constantly improving our 
way of living through electronics. 


tubes and controls, light-gauge welders, electronic 
timers, precision crystal filters, microwave tubes 
and industrial control systems. 

We welcome the opportunity to show you how 
this blend of experience and high imagination can 
help you improve your present product or convert 
your new idea into a profitable reality. 





HUGHES PRODUCTS 
Semiconductor Division, Marketing Dept., P.O. Box 278 
Newport Beach, California 
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able. At a few thousandths of an inch al- 
titude, its boost to lifting power may be 
20 times normal lift; at a height equiva- 
lent to 20% of the vessel’s diameter, it 
is barely normal. To float 50 ft. 
high, a platform would have to be 
iround 1,000 ft. in diameter. 

With the help of ground cffect, an 
ur-cushion vehicle doesn’t need a great 
deal of power at the fan, whose job is to 
keep the air bubble pumped up. 


twice 


|. Flying Models 


In England, Saunders-Roe, Ltd., has 
uccessfully tested a 30-ft. oval-shaped 
ehicle Saunders-Roe calls 
Hovercraft; it 
it a height of 15 in. 


over wat 
its two-man machine a 


ruised at 25 mph 


ibove the water. Now the company is 
designing an 83-ft. ferrv to carry 100 
passengers at 70 mph. 


In the U.S., Curtiss-Wright Corp. 
savs it has to fight off eager customers 
for its prototvpe Air Car, introduced 
last spring (BW—Mav16'59,p38) 

It is about to unveil a more advanced 
version. It plans to test-market this car 
soon, to get performance data for a 
commercial version that will be sold at 
about the price of an automobile of 
similar size 

Spacetronics, with offices in Wash- 
ington, D. C., is building a vehicle with 
the idea of running it down the East 
Coast to Florida in the fall to demon- 
strate its over-water capabilities. It 
hopes to have commercial and sport 
vehicles for sale within 18 months. 

hese craft will be 26 ft. long, 20 ft. 
wide, with wheels for accurate steering 
on highways. Thev will be designed to 
operate from 16 to 24 in. above the 
water, at a top speed of 100 mph. 

Dr. W. R. Bertelsen, an Ilinois phy- 
sician, built his own air-cushion car to 
solve the problem of getting around the 
back country in bad weather. His car 
has a 72-hp. McCulloch engine, pushes 
itself along by directing the escaping 
ir backward with flaps, rides 6 in. off 
the ground at 40 mph., can climb 10- 
degree slopes, and isn’t bothered by ruts 
in the road. Dr. Bertelsen is now de- 
veloping a production model. 
¢ Road, Rail, or What?—Enthusiasts 
talk of the day when paved highways 
will no longer be needed, and the U.S. 
will be instead bv grassy 
roadways. Others think air-cushion ve- 
hicles are best adapted to off-the-road 
duty in exploration, ranching, and off- 
shore operations. They can operate over 
snowfields, swamps, or water as easily 
as over land 

Ford Motor Co., however, thinks the 
best use of ground effect is in speeding 
up railroad trains, driven by propellers 
or by jets. Dr. Andrew Kucher, Ford’s 
engineering and research vice-president, 
has been promoting the idea for nearly 
30 vears. 


crisscrossed 
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Dr. Kucher talks of trains operating 
at 300 and 400 mph., speeds where 
wheels are a handicap rather than a 
help. He proposes a train that rides over 
conventional rails or a monorail but that 
is supported by a film of air only a few 
hundreds of an inch thick. ‘This, he 
says, is all that is required to get the 
vehicle off the ground, eliminating the 
need for wheels. 

At the speeds that Dr. Kucher pro- 
poses, a rail system would compete 
favorably with the airlines on a medium 
distance haul. Such a train would not 
need a tail or wings, which constitute 
60% of an airplane's drag, since the 
rails would still guide it. So it would 
have an edge over planes in efficiency, 
Dr. Kucher says. 

Ford’s _Levacar BW —Mav30'59, 
p68), which floats .025 in. above a steel 
track, was built largely to demonstrate 
Dr. Kucher’s idea. 


li. Operating Limits 


With all the talk of floating along at 
100 mph. at 50 ft. altitude, the art of 
skimming on an air-cushion is still at its 
\ B C stage. No one has lifted a vehicle 
much more than one foot into the air 
or has achieved much more than 25 
mph. except under unusual conditions. 
Before anvone does, the experts sav, a 
lot more problems will have to be 
solved. 

Propulsion is one problem. To move 
the vehicle forward, purists favor direct- 
ing some of the air flow out through 
propulsive ducts; others think some sort 
of propeller will be necessary. The air 
that supports the vehicle, these skeptics 
sav, is relatively low pressure air, and 
it would take a lot of it to move the car 
ilong at anv speed. That wouldn't leave 
much to support the car. 

Steering is a related problem. In a 
wind, these skimming saucers will han- 
dle more like an airplan¢ than a car, 
and keeping them moving in a straight 
line in a cross-wind promises to be difh- 
cult. Low-thrust air jets mav not be the 
best way to steer, some experts say. Tilt- 
ing or banking the craft to counteract 
the force of the wind may turn out to 
be more effective, but this can’t be 
done unless the vehicle can be raised at 
least a couple of feet off the ground. 

Stability worries some experts, too. 
No one is sure of the aerodvnamic char- 
acteristics of an air-cushion vehicle at 
say, 100 mph. Even at low speeds it has 
been found that once they start to tip, 
some types tend to tip further rather 
than naturally righting themselves. 


Ill. Military Interest 


The phenomenon of ground effect 
has been known to aeronautical engi- 
neers for years. Designers of aircraft 
have had to take it into consideration 


in all their studies of landing and take- 
off characteristics. 

Current interest in air-cushion §ve- 
hicles dates back only to 1957, when 
the National Advisory Committee for 
Aeronautics published results of experi- 
ments. This report gave details of the 
extra lift that can be gained by holding 
a ring-shaped jet close to the ground. 
e¢ Army Vehicle—Up to then, advocates 
of low-flying saucers had met a discour- 


aging response from prospective back- 


ers. National Research Associates, Inc., 
a commercial development outfit, re- 
calls that it vainly approached 53 in- 
dustrial companies and government 
agencies in search of support before it 
got a $50,000 feasibility contract from 
Army Ordnance. 

Under this contract, NRA built a test 
vehicle 10 ft. long. Now it has an ad 
ditional contract to study the applica- 
tion of its research to Army combat 
vehicles. According to the Army’s Bng. 
Gen. F. H. Britton, the new 
could take over the cavalrv’s traditional 
roles, so thev should be able to rise 5 ft. 
to clear hedges and fences. 

The Armv has also awarded a $135,- 

000 contract to Princeton Universitv to 
study the control, propulsion, and sta- 
bility problems. 
e Navy Contracts—The Navy's research 
and development contracts in this 
field total approximately $224,000, 
including theoretical studies by Aero- 
physics Co. of Washington, D. C., 
testing of small models over land 
and water by the University of 
California and Iowa State Universitv, 
with the Navv’s David Tavlor Model 
Basin building the models, and a studv 
bv Convair Div. of General Dvnamics 
Corp. of the feasibility of large trans- 
port-size air-cushion vehicles. 

The Navy is also negotiating for sci- 
entific data on a vehicle designed by 
Carl Weiland of Zurich, Switzerland, 
with a series of concentric rings of air 
slots underneath to increase the lift. 

Gvrodvne Co. of St. James, N. Y., is 
also building the Navy a one-man ex- 
perimental air-cushion vehicle that is 
scheduled to lift in the next few weeks. 
¢ Naval Uses—According to Rear Adm. 
Rawson Bennett, chief of Naval Re- 
search, “One of the more obvious uses 
for such machines is as amphibious 
transports or assault boats, traveling 4 or 
5 ft. above the waves at speeds up to 50 
mph.” The Navy is also considering air- 
cushion platforms, equipped with search 
and homing devices and weapons for 
combating subs. It could hover just 
above the wavetops, or for extended 
periods could float in the ocean, then 
lift and track the submarine automati- 
callv. It would need a speed only about 
20% faster than the latest model of 
sub, and air-cushion vehicles show 
promise of meeting this requirement by 
a wide margin. END 
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In Research 


British Junk Zeta Machine, Concede 
They Have Not Achieved Fusion in Lab 


A couple of years ago the British believed they had 
harnessed the fusion reaction—the force of the hydrogen 
bomb—in a laboratory machine. Today, they concede 
that they did nothing of the sort. 

The admission came last week when the British Atomic 
Inergy Authority decided to scrap Zeta, the machine 
in which the experiments had been conducted. AEA is 
now building a test machine of an entirely different de- 
sign scheduled for operation within two years. 

Reports in September, 1957, that Zeta had achieved 
a fusion reaction exploded a storm of controv ersy in the 
U.S. AEA neither claimed nor disclaimed the triumph, 
but there was an uproar over the possibility that the 
British had forged ahead of the experiments which had 
begun in the U.S. in 1951. And Russia was known to 
have a large-scale program in the field. 

It is now believed that the British heated fusion fuel— 
probably a heavy hydrogen plasma—to a temperature of 
several million degrees centigrade, producing evidences of 
some fusion. 

To produce a fusion reaction that would actually pro- 
duce electric power, however, scientists figure they will 
have to heat hydrogen higher than 100-million C, which 
is -theoretically possible but not likely to be done for 
another 10 years or more even on a lab scale. 

The chief problem is to contain a plasma at such im 
mense temperatures which would disintegrate any known 
materials. Researchers have been trying to keep the hot 
plasma from touching the container walls by confining it 
within magnetic fields, but their success has been limited. 

Willard F. Libby, former member of the Atomic 
Energy Commission, says that U.S. researchers have 
found an even greater problem, in the way the plasma 
cools off. “It radiates like a broadcasting station,” Libby 
says. “I his has them really worried. Nobody sees any 
way out.” 

it may take many years before a machine can be devel- 
oped that will create heat faster than it is radiated away 
from the plasma. Another difficult problem yet to be 
solved is the design of a fusion machine that will produce 
more power than it eats up. 


Battelle Is Developing New Process 


For Making Lead-Cemented Alloys 


A promising new class of lead-cemented alloy materi- 
als may soon be feasible as a result of work by metallur- 
gists at Battelle Memorial Institute, Columbus, Ohio. 
Such materials would be of tremendous military impor- 
tance. Because of its ability to stop gamma rays, lead 
already is widely used as a shielding material for a number 
of atomic energy devices. Shielding materials made of 
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lead alloyed to boron would stop neutrons as wel 
Lead also has good resistance to corrosion, but us« 
of the metal is limited by its low strength. Now it may 
be possible to increase _ its strength by alloying it 
with some harder metal such as tungsten. Thus, lead 
cemented alloys might be used to make better high-tem- 
perature gaskets, automobile bearings, and rotating shafts. 
Battelle researchers still are working on new processins 
techniques for turning out lead-cemented alloys. But 
they already have made a good deal of progress. One ear! 
difficulty was preventing the molten lead from becomin 
sluggish when large amounts of powdered solids wer 
added to it. The metallurgists finally got around t 
devising a revolving crucible, resembling a cement mix¢ 
for use in the alloying process. 
They also found that special pretreatment of the 
dered metal overcame its resistance to being 
into the molten lead. And by vibrating the mold 
which the alloved material is poured until it hat 
they are able to avoid porosity in the final alloy. 
Experiments also indicate that the size and sh 
the metal powder particles affect the final materia 
Battelle researchers, so far, think that six metals ar 
especially well suited for alloying with lead—cobalt, cop 
per, iron, molybdenum, nickel, and tungsten. 


World’s Largest Bubble Chamber 
Now in Operation at California Lab 


A major advance in the field of basic atomic research 
is foreshadowed at the University of California’s Law 
rence Radiatiori Laboratory. Physicists working at the 
laboratory now have in operation the largest bubble 
chamber in the world. Unlike its smaller cousins, th 
bubble chamber—built at a cost of $2-million—should 
make it possible to track and photograph the interaction 
of the smallest bits of matter that can be generated by 
the university's giant atom smashers. 

Knowledge about such particles and anti-particles i 
necessary if scientists are to understand what makc 
the atom behave as it does. 

Like any bubble chamber, this one registers the passing 
of atomic particles through its liquid hydrogen by 
photographing the track of ionized bubbles left in th« 
particles’ wake. Because of its size (about that of a 6- ft. 
bathtub), the big bubble chamber can spot the long 
tracks of the tiniest particles as well as those that have 
the shortest life. 

In early tests with the chamber, for example, scientists 
have been able to observe pi mesons colliding with pro 
tons in the hydrogen. ‘They also believe they have 
sighted new particles created by the collisions. 

Photos have aiso been taken of the “strange’’ particles 
of antimatter called antilambdas. One such photograph 
(the second record of a nuclear event involving an anti 
lambda) was shown to the International Conference on 
High Energy Physics, meeting this week at Kiev, Russia. 
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low purity 


Commercial grade 
beryllium of normal 
purity is extremely 
brittle, splinters at 
a blow. 
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low purity 


bismuth telluride 





When electricity is 
passed through a 
bar of commercial 


grade bismuth 


telluride, there is no 
temperature change. 

















Purer Metals Do Fancier Tricks 


Metallurgists are finding that metals refined to highest 


purity gain new and different properties that can put more 


boost into missiles, speed nuclear and electronic developments. 


Metallurgists who have thought they 
understood pretty well the properties 
of metals are finding today that some 
long-established ideas are being rudely 
upset. As the two examples above show 
a metal can take on exactly opposite 
characteristics from those normally at- 
tributed to it when it is refined to a 
state of high purity. 

(his means that some metals that 
‘have grown to be familiar friends in 
certain uses can now step out into new 
fields and perform some previously un- 
heard-of tricks. And in their new garb 
of purity, they promise to open up not 
only a new chapter in the history of 
metallurgy itself but vast new possibili- 
ties for the dawning space age and for 
electronic science—and to provide more 
effective answers for pressing questions 
of national defense. 
¢ Missile Boost—When a U.S. nu- 
clear submarine, for example, fires the 
first Polaris missile full-range in the 
South Pacific some time in 1961, giving 
the U.S. the defensive striking weapon 
that it has been woefully lacking, high 
purity metal research will add to the 
Polaris’ defensive power. For addition 
of high purity aluminum to the solid 
fuel of the missile is expected to extend 
its range by 20% (BW —Jul.25'59,p36). 

Other solid-fuel missiles, too, will get 
a boost from the addition of finely 
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powdered metals to their fuel mix, too; 
for smaller missiles the boost will be 
30%, and for intercontinental ballistic 
missiles it will be proportionately 
smaller to the lift Polaris gets. 

Polaris will benefit not only from the 
development of high purity metals— 
those that are over 99.99% pure—but 
from processes that carry the refinement 
still further, to the stage of ultra-high 
purity (over 99.999% pure). One of 
these metals—ultra-pure columbium— 
is reported to be included in the design 
specifications of the Polaris’ nose cone. 
¢ From Atoms to Refrigerators—lhe 
change that comes over beryllium in a 
state of high purity (diagram above) 
also changes its uses. Because of its 
brittleness at normal purities it has 
never really been seriously considered 
as a possible missile structure material. 
But its malleability at high purity makes 
it today one of the hottest possibilities 
for future nuclear shielding purposes, as 
well as for space age uses (BW—Jul.25 
"59,p70). 

If metallurgists can shape it easily 
to any desired form, they will have a 
lighter and more efficient material than 
is now available for guarding against 
effects of nuclear radiation. 

The list of high purity materials with 
new and exciting uses is not confined 
to elemental metals—nor are the pros- 


pective uses limited to the more spec- 
tacular possibilities of nuclear and space 


science. The change in high purity 
bismuth _telluride—a_ metallic com- 


pound—that causes it to turn very cold 
when electricity passes through it (dia- 
gram) is arousing keen interest in the re- 
frigeration industry. The obvious possi- 
bility is refrigeration—someday—with no 
moving parts. 

¢ From Art to Science—The change in 
physical properties of these and other 
metallic materials at high purity is by 
all odds the most spectacular develop- 
ment that has come out of research in 
the high-purity field. But it’s not the 
only thing that is putting pressure be- 
hind work along this line. Aside from 
the urgent demand for purer materials 
for missiles uses, there’s also a growing 
demand for ultra-pure metals for pos- 
sible use as semiconductor and elec- 
tronics components. 

The increasing availability of high 
purity metals for research purposes is 
also bound to benefit metallurgy itself. 
To understand completely the poten- 
tial of metallic objects for the space 
age, scientists must be able to look in- 
side an uncontaminated metal and 
watch what happens to the individual 
metal crystal as it’s subjected to stress 
and strain. 

“The time may well have come,” 
says one metals industry observer, 
“when, through this kind of pressure, 
metallurgists are going to be forced to 
open a new chapter in the history of 
metallurgy. With the coming of ultra- 
high purity metals, the fundamental 
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properties of solid metallic substances 
are in the process of being defined all 
over again. It could be that sometime 
—not too far in the future—metallurgy 
will no longer be an art. It will have 
become a science.” 


|. Processing for Purity 


Efforts to bring on that day by find- 
ing means to rid metals of their impuri- 
ties are proceeding at a number of places 
throughout the U.S., and from several 
different angles. 

At Staufter-Temescal Co., outside 
San Francisco, for example, the focus is 
en developing high purity refractory 
metals—those with an extremely high 
melting point—and their alloys. The 
high melting point (in the range be- 
tween 3,000F and 6,000F) makes this 
group of metals, including such fa- 
miliar names as tungsten, columbium, 
tantalum, and molybdenum, desirable 
for a number of uses. 

Stauffer-Temescal has also done in- 
tensive work trying to produce ultra- 
high purity hafnium, titanium, vana- 
dium, beryllium, even steel. But it has 
centered its efforts mainly on the high 
purity refractories—and its progress in 
recent months has been rapid and re- 
warding. 

Using a specially designed electron 

beam furnace, the company has been 
able to turn out ingots of some of the 
high purity refractory metals up to 5 
in. in diameter and 42 in, long, and 
weighing 400 Ib. In the past six or 
seven months, one spokesman calcu- 
lates, S-T has put 9 or 10 tons of colum- 
bium through its high purity pilot plant 
-all on customer order. 
* Testing Problem—Technically speak- 
ing, this product is not guaranteed to 
be rid of impurities past 100 parts per 
million. But it shouldn’t be difficult to 
push up another decimal place and 
make it pure to 99.999%—less than 10 
parts of impurities per million. 

Proving purity of this ultra-high va- 
riety in some metals, though, mav be a 
tough matter. S-T can verify 99.99% 
purity in the refractory metals by spec- 
tographic examination and _ various 
chemical analysis, with no serious prob- 
lems involved. But going up one notch 
to 99.999% is another matter for cer- 
tain metals. Electrical tests—such as 
those used to spot impurities at one part 
per billion in the semiconductor ma- 
terials like germanium and silicon—sim- 
ply aren’t suited to the refractory 
metals. A number of possible methods 
are currently under close scrutiny and 
test. But progress may be slow. | 
* Practical Value—From an industrial 
standpoint, the value of being able to 
get these high purity metals on a semi- 
commercial scale is twofold: It enables 
a processor to use standard steel forging 
techniques on the refractory metals, 
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and makes it possible to recycle and 
reuse his valuable scrap metal. Raising 
purity beyond 99.99% permits forging 
the brittle refractory metals with rela- 
tively little machining necessary. 

This is important from a fundamen- 
tal research standpoint; but from the 
standpoint of immediate applied _re- 
search, it’s an even greater achievement. 
¢ Furnace—The furnace designed + by 
Stauffer-Temescal researchers to make 
possible the production of high purity 
refractories could well be an example 
of the kind of furnace that will have 
to be used to obtain quantity lots of 
other types of high purity metals. 

Che actual melting is performed in a 
vacuum tank reduced to one-millionth 
of an atmosphere. Maintaining this 
vacuum, while at the same time sucking 
off the impurities found in the inter- 
stices between atoms of the metal, and 
doing both without disturbing the elec- 
tric power input, requires an elaborate 
arrav of “plumbing” and hardware— 
valves, lock chambers, diffusion pumps. 

The feedstock is introduced mechani- 
cally through a vacuum lock at the top 
of the furnace. Its shape and size are 
not too significant—but to purify an 
already commercially pure metal, for 
example, the feedstock would be a 
99.75% pure powder pressed into bar 
shape for convenience in handling. 
¢ Forming an Ingot—The feedstock 
serves as an anode. The cathode is a 
water-cooled copper collar containing a 
tungsten filament. Electricity fed into 
the cathode makes it a “gun’”’ that looses 
a stream of electrons on the descending 
bottom face of the anode. The electron 
shower shoots upward in a precisely fo- 
cused pattern carefully calculated to pro- 
duce the correct melting temperature. 

The fused metal drips from the feed- 
stock into an ingot mold directly below. 
But this is not a mold in the strictest 
sense of the word. It has a cylindrical 
sleeve of copper lined with chrome, and 
open at both ends; water races through 
the walls of this sleeve to keep it cool 
and eventually to chill the molten metal. 

Inside the cylindrical sleeve is a cir- 
cular plug that moves up and down in- 
side the cvlinder somewhat as the piston 
in a gasoline engine moves up and down 
in the cylinder (but not at piston speed). 
On top of the plug is a cup-shaped de- 
pression that catches the metal dripping 
from the feedstock; the metal forms in 
this cup in a molten pool. A second, 
carcular gun, concentric with the mold, 
then bombards the molten pool, excit- 
ing it and driving off the remaining gase- 
ous impurities. Metallic impurities of 
greater volatility than the refractory 
metal are vaporized by both the original 
cathode gun and the second circular 
gun; they condense on metal baffles lin- 
ing the melting chamber. 

As the molten pool atop the descend- 
ing plug overflows, the overflow is 


trapped by the chilled walls of the 
cylindrical sleeve. As the plug descends 
farther from the heat source—its speed 
synchronized with that of the feedstock 
and with the power input of the electron 
gun—the bottom of the molten metal 
hardens and is molded to the shape of 
the cylinder. When the ingot reaches 
desired length, it is mechanically pushed 
aside, and still in high vacuum, lowered 
into a cooling chamber. Meanwhile, the 
drip of fused metal from the feedstock 
keeps replenishing the molten pool. 


ll. Parallel Lines 


Across the U.S. at the American 
Smelting & Refining Co. research labo 
ratories in South Plainfield, N. J., high 
purity work on a different group of 
metals is proceeding in a somewhat 
parallel vein. ASARCO’s interest in 
high purity goes back almost 25 
to a time when it refined both copper 
and lead to a high degree of purity 

More recently, it has broadened its 
ultra-high purity interest to other 
metals: and two of these—selenium and 
indium at a guaranteed purity abov 
99.999%—have already become mat 
rials of commerce. Others 
tellurium, thallium, arsenic, silvet 
being supplied to universities, govern 
mental and industrial labs for both fun 
damental and applied research 

“The big demand for our high purit 

metals right now,” says an ASARCO 
staff man, “is coming from solid state 
physics labs which want them in order 
to broaden their fundamental research 
base.”” Recent tremendous theoretical 
strides in solid state physics open up 
the possibility of taking all guesswork 
out of metallurgy, enabling scientists 
to predict from the specific properties 
of given metals how they w ill act when 
mixed together, and to custom tailor 
the best allov for a desired use. 
e Other Work—At the National Bu 
reau of Standards, in Washington, high 
purity research has been expanded 
lately under sponsorship of the Army 
Ordnance Corps. Most recent develop 
ment is the successful preparation of 
high purity molybdenum by electroly- 
sis of a bath of fused salts. The process 
is said to be verv flexible and easily 
controlled. 

Depending on the conditions of 
electrolysis, deposits have varied from 
a fine powder to a thick, cohesive layer 
of molybdenum. Researchers are point- 
ing toward the electroforming of molyb- 
denum objects of complex shape. 

The Union Carbide Metals Co. re- 
search labs in Buffalo, N. Y.,. are doing 
intense (and in many ways largely 
similar) work on high purity calcium, 
chromium, columbium, silicon, tan- 
talum, titanium, tungsten, vanadium, 
and rare earths—cerium, gadolinium, lan- 
thanum, and neodymium. END 
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DOWN ONE FLIGHT to save strokes 
might be slogan of Sam Snead golf school 
in Silver Spring, Md., near Washington. 
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Snead Shoots at Being 


Tournament golf star adds 
to his franchised golf schools, 
like the one at Silver Spring, 


Md., shown in the pictures. 

I'wo weeks from now Sam Snead, the 
“hillbilly millionaire” who has earned 
around $400,000 from tournament golf 
alone, will move a step closer to becom- 
ing the Arthur Murray of the golf 
world. 

That’s when a Sam Snead School 
of Golf opens in the smart Miracle 
Mile shopping center in Manhasset, 
Long Island. 

Four similar independent but Snead- 
franchised schools are already operating 
in Dallas, Kansas City, Philadelphia, 
and suburban Washington, D. C. (pic- 
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tures). Within the 
Snead hopes to plac 
franchises in choice suburban locations. 
He looks for shopping centers in uppet 
that are rich in golf 
Manhasset school is in 
close range of 24 courses 

Students pay anywhere 
for a basic 


years, 
new 


income ireas 


courses; the 


from $67.50 
16-lesson course to as much 
as $2,048 for a luxury 315 
hours. 

e Kindly Privacy—“‘Most of our clients 
tend to shoot around a hundred,” says 
Vice-Pres. Melvin Mailloux at national 
headquarters in Dallas. ‘““They occa 


series of 


sionally break a hundred, with a burn- 


ing desire to shoot in the low 80's 
That’s where our real market is.” 
“There are a lot of 100 shooters,” 
Snead says. 

“Most golf club pros are too busy 
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running the pro shops to give full atten- 
tion to such golfers,” Mailloux argues. 
Besides, he says, golfers prefer the air 
conditioning and the kindly privacy of 
the indoor schools (Manhasset has nine 
isolation booths for instruction) to the 
exposure to sun and derision out at 
the links. 

¢ Franchises—The Snead organization 
like the Arthur Murray Dance Studio 
issues franchises to local businessme 
who pav 10% of gross, from $15,000 t 
$38,000 as a flat fee, and agree to mail 
tain standards set by national headqua: 
ters. A franchise holder’s total inves 
ment can run to $100,000. 

In Manhasset, the local backers in 
clude an accountant, a chemical engi 
neer, a restaurant owner, and a contrac 
tor—all avid golfers. 

The national group provides the 
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g Golf's Arthur Murray 


Sam Snead name, personal appearances 
by Snead, and methods of instruction, 
using his special ideas, that have to be 
sustained. A teaching pro heads the 
instructors, who are often recruited 
from college golf teams and amateur 
ranks, then personally trained by Snead. 
Snead has also made 48 five-minute 
films on details of golf play; RCA has 
['V rights to these films, but they are 
ivailable to Snead schools. 
¢ Coupon Clipping—Snead says he ex- 
pects to take an even more active inter- 
est in the schools. At 47, he’s about 
ready to retire from the tournament 
circuit, despite a record 59 he shot in a 
ecent round at the Greenbrier in 
White Sulphur Springs, W. Va. “If the 
schools are successful,” Snead drawls, 
I’m just going to settle back and clip 
those coupons.” 


CORRECTING fault of swing, mirror 


instructor help student hold head still 


SNEAD GRIP is checked by teacher 


difference is in position of thumbs on cl 


SANDTRAP technique can be practiced in 


built-in hazard under critical expert eye 
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In Marketing 


Muzak Adds New Note to Its Piped Music 
With a Package Deal for Radio Stations 


_ Muzak Corp.—a leading supplier of piped music for 
factories and commercial establishments—is stepping out 
of the background. Its new Programatic Broadcasting 
Service offers radio stations a package that includes an 
tutomatic playback device and tapes of pre-programed 
music that can run continuously for eight hours. 

Programatic enables a station to cut down on per- 
sonnel and to eliminate disc jockeys. It provides reels 
of “adult” music. And it furnishes blank tapes on 
which commercials and other announcements can be 
recorded for later broadcasting. Announcers can cut in 
it any time with “live” broadcasts on news or weather. 
So far, 26 stations have signed up, and Muzak expects 
to have 100 subscribers by vearend. 

Nluzak says it sells the playback machine at cost— 
$3,000—to stations. Its principal interest is in supplying 
the pre-programed reels, which it rents to stations for 
$200 to $400 a month, depending on the size of the 
subscriber's market. Programatic offers an alternative to 
“rock-n-roll” —which generally requires a disc jockey to 
provide a running patter between records. 

Programatic selections are tailored according to a sur- 
vey Muzak conducted on the musical tastes of adult 
(over 26 years) radio audiences. Its inventory includes 
over 10,000 “popular standards and show tunes.” But 
Muzak emphasizes that its Programatic music differs 
from its regular piped music formulas. “Our regular 
service provides functional music which stays in the 
background; with Programatic, we're stepping into the 
foreground with entertainment music,” the company 
explains. 


Foretaste of “Brave New World”: 


Sniffable Movie, Two-Way Drug 


Business has moved a couple of steps closer to creating 
the “Brave New World” envisioned by novelist Aldous 
Huxlev in the 1930s. 

Michael Todd, Jr., son of the late producer Mike 
‘Todd, has finished shooting the first movie to be pro- 
duced in Smell-O-Vision. Some 40-odd odors will be 
emitted during showings of Todd’s “Scent of Mystery.” 
Smell-O-Vision follows in a line of film development 
including the illusion of three dimensions for the vision 
and stereophonic sound for the ears. The trend is point- 
ing toward the “feelies” foreseen by Huxley, which 
appealed to all senses simultaneously. 

In another development, Carter Products reports great 
success with marketings of its new drug, Soma. Soma 
was the name given by Huxley to the wonderfully satis- 
fying drug used in his Brave New World society. Carter 
says its Soma is the first drug to combine the properties 
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of an analgesic (pain reliever) and a muscle relaxant. 
While Carter confirms that its inspiration for the name 
Soma came partly from Huxley, it doesn’t want the 
public to assume its Soma will produce all the effects 
of Huxley’s. “We think our Soma gives somatic results 
fully as wonderful as Huxley's,” says Carter, “but we 
don’t want it confused with his on the mental side. 
It’s no narcotic.” 


New “Fair Trade” Bill Overrides Veto 
In Ohio, But Court Test Lies Ahead 


“Fair traders,” who are beating the drums for a national 
resale price maintenance law (BW-—Jul.11°59,p63), are 
rejoicing over what they call a booming victory. Last 
week Ohio's legislature overrode Gov. Michael V. Di- 
Salle’s veto of a law to put fair trade back on the state’s 
books. 

The Ohio Supreme Court had outlawed the original 
law on the grounds that its non-signer clause was uncon- 
stitutional (BW—Feb.8’58,p38). The new law deems 
that any distributor or retailer who accepts branded 
trade-marked goods has a contract with the manufacturer. 
General advertising or a price tag affixed to the merchan- 
dise is considered notification of a fair trade contract. 

In vetoing the bill, DiSalle called it as unconstitutional 
as the old law. A court test of the new law is likely. But 
the legislature crashed through with a 123-to-4 vote to 
override in the House, a 30-to-2 vote in the Senate. 

Meanwhile, the U.S. Senate commerce subcommittee 
has put off hearings on a national bill for this session of 
Congress. Ohio’s move may give Congressional action 
new impetus in the next session. 


Marketing Briefs 


Detroit Harvester Co., once solely a maker of farm 
implements, has felt that its name was too limiting ever 
since it bought Dura Co., Toledo hardware manufac- 
turer, 23 years ago. It tossed out suggestions ranging from 
Dynamerica to Midwest Industries, spent the last three 
years searching for a name that would connote its full 
line of diversified automotive, industrial, agricultural, 
and consumer products (BW-—Apr.6'57,p182). ‘The com- 
pany finally made a decision: Beginning Aug. 1, Detroit 
Harvester Co. will be known as Dura Corp. 


Unredeemed trading stamps are not subject to New 
Jersey escheat laws. Thus the State’s Appellate Court 
held last week in a long-lived battle. The state thus 
fails in its effort to compel Sperry & Hutchinson to pay 
it a sum equaling the value of all stamps S&H had 
issued from 1900 to 1950 which were not redeemed. 


Farm Journal will increase its ad rates while cutting 
back its circulation. Effective next February, its ad rates 
will go up about 3%. while its circulation guarantee 
drops by 100,000 down to 3-million. Farm Journal says 
it is pruning out readers who have no direct interest in 
farming. 
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Take 
the 
mike... 


See how this new Edison VOICEWRITER dictating machine 
helps you break through your “time barrier” to new success! 


Take the mike... dictate ...and suddenly you'll realize 





that any other dictating method is old-fashioned! 

You'll see how this all-new Voicewriter saves man- 
hours by acting as a rapid, foolproof dispatcher of cor- 
respondence . . . a communicator of instructions .. . a 
conference reporter . . . a sounding board for sales 
talks, ideas and speeches! Its features? All you would 
expect to find in the finest dictating machine ever built 

. . and then some! 

Think we’ ve exaggerated? We offer you a friendly chal- 
lenge to mail the coupon—‘“‘take the mike’”’ at your own 
desk, with your own work, for just a few minutes! Once 
you take the mike...your talk will be our best sales talk! 


Edison Voicewriter 


A product of Thomas A. Edison Industries, McGraw-Edison Company 
West Orange, N.J. In Canada: 32 Front Street W., Toronto, Ont 


FREE TRYOUT! —Just fill out and mail this coupon 
to Edison Voicewriter, West Orange, New Jersey 
Your Voicewriter representative will do the rest 
No obligation! qe 

Okay Edison, I'd like to take the mike of the all-neu 
Edison Voicewriter. Please call me to arrange 
demonstration. 


Name 





Title 





Organization 





Address 























Vodel 7103 big-tonnage LCF—high powered and easy to handle! 


Gumption that gets tough jobs done! 


Chevrolet laskeforee 54) Trucks 








} 


Model 3234, Fleetside features sharp styling and sure economy! 


Take the word of truck owners who used to swear by big oversized rigs until 
they turned some Chevies loose on their jobs. They found they’d traded dead 
weight for more payload capacity and more power per pound. They found 
that those dragged-out, high-overhead schedules had become quick trips that 
even cost less per mile. They found, too, that “dependability” is just another 
way of spelling Chevrolet. As one owner sums it up, “Put a Chevy out there 
and it stays.”’ These are facts. Visit your Chevrolet dealer and take a look at 
actual reports that prove no Job’s too tough for a Chevrolet truck. 


CHEVROLET DIVISION OF GENERAL MOTORS, SBT ROiT 2 MICHIGAN 





h by Bruce Davidsor 


TOM JONES AND HIS GENERAL STORE 


If it’s aluminum, Tom Jones has it. 
You can call Tom or any other Alcoa 
district sales manager and get alumi- 
small that 15 
teaspoon . closed 
die forgings up to 13 ft long from the 
50,000-ton operate for the 
Air Force or decorative sheet that 


shimmers with light from millions of 


num in particles so 


billion just fit a 


press we 


spangles beneath its satin surface. 


Vv 
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But Alcoa has less fancy items, too. 
Castings from the simplest sand mold 
to intricate forms in plaster molds. 
Screw machine stock that knows no 
limit on the rate of feeds and speeds, 
except the capacity of the screw ma- 
chine itself. A heat-resistant alloy that 
sets records for strength at 600° F. 

With more commercial forms of alu- 
minum in every temper, size and alloy, 


Alcoa can sell without bias, filling orders 
to fit your needs and not to suit the 
limitations of a lesser product line. 
It’s another way we put more than 16 
ounces of metal into every pound of 
Alcoa® Aluminum and another added 
value you gain each time you call your 
local Alcoa sales office. Aluminum Com- 
pany of America, 2016-H Alcoa Build- 
ing, Pittsburgh 19, Pa. 


ALCOA helps you design it, make it, sell it 
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Alcoa has hundreds of 
Tom Joneses to help you 
design it, make it, sell it 


All of Alcoa’s skills are mobilized to a 
single purpose: To put more than just 
16 ounces of metal in every pound of 
Alcoa Aluminum you buy. Here are 
12 of the dozens of ways to do it: 


1. Research Leadership, bringing you 
the very latest in aluminum alloys and 
applications. 


2. Product Development by specialists 
in your industry and your markets. 


3. Process Development Labs for aid in 
finishing, joining and fabricating. 


4. Service Inspectors to help solve pro- 
duction problems at your plant. 


5. Quality Control to meet top stand- 
ards or match your special needs. 


6. Complete Line including all commer- 
ial forms, alloys, gages, tempers. 


7. Availability via the nation’s best 
stocked aluminum distributors. 


8. Foremost Library of films and books 
to help you do more with aluminum. 


3. Trained Salesmen with a wealth of 
n-the-spot information. 


10. Sales Administrators constantly on 
call to service your orders. 


11. Year-Round Promotions expanding 
your old markets, building new ones. 


12. The Alcoa Label, leading symbol of 
quality aluminum, to mark your goods. 


Added Values 
With Alcoa 


ADDED 
Aluminum VALUES 





. . is a case book of Alcoa special 
services and a guide to their availa- 
bility in design, manufacture and sales. 
Your copy, with some of the most re- 
warding information you may ever 
read, is waiting and it’s FREE. Write: 
Aluminum Company of America, 2016-H 
Alcoa Building, Pittsburgh 19, Pa. 
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In Washington 


Census Takers Ready to Talk 


About Business and Manufacturing 


The government is about to issue some of the most up-to-dat« 
readings of the nation’s pulse in a decade. Business will be inte: 
ested in the economic changes the results will show. 

This fall, the federal quizzers will release the first reports from 
the censuses of business, manufacturing, and mineral industries fot 
calendar 1958. Breakdowns of primary product data from some 
700 major industries will be included in the first batch; subsequent 
reports will give details on industry's production, markets, cost of 
materials, value added, and capital expenditures as of 1958. 

In addition, the 1959 census of agriculture is under way, and 
the 1957 census of governments is almost completed. 

Meantime, the government is readying next year’s census of 
population and housing. For the first time, it will report on the 
number of home food freezers, washing machines, clothes dryers, 
air conditioners, and autos and on the type of fuel used for wate: 
heating. Other new questions will be on the number of bath 
rooms, source of water supply, and method of sewage disposal 
in places of less than 50,000 population. 


Development of Nuclear Powered Plane 


To Continue, But No Target Date Is Set 


Ihe controversy over the costly nuclear aircraft project was 
aired for the first time last week before the Joint Congressional 
Committee on Atomic Energy. 

Top officials of the Air Force and the Atomic Energy Commis 
sion still want to build a prototype nuclear plane to “Ay as soon 
as possible. But it has been decided not to undertake a crash 
program, and not to set any target date for flying such a prototype 
Scientists in the Administration are disenchanted with the valuc 
of the atomic plane as of now, and they oppose diverting an 
research and development funds from other projects just to speed 
up the plane program. 

However, spending on the nuclear plane project will be boosted 
slightly next year. The biggest beneficiary from the increase wil! 
be United Aircraft’s Pratt & Whitney Div., which is one of the 
two project contractors on development of a nuclear propulsion 
system. The other contractor is General Electric Co. 


Three Roads Get “Agreed” Freight Rates 


The Interstate Commerce Commission has given railroads a 
first small dose of their long-sought panacea; the “agreed” freight 
rates that permit them to give discounts to volume shippers. 1CC 
has made permanent its ruling that the Chesapeake & Ohio, the 
Norfolk & Western, and the Virginian can cut their rates fot 
hauling coal to utility plants at a half dozen points in Virginia. 
Once shipments qualify by topping 1.5-million tons over a 12 
month stretch, the roads cut 35¢ a ton off their rates. 
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“We don’t want to let a nickel due us get 
away, but don’t want a nickel not due us.” 


4 





“We can’t tell a businessman to take a cus- 
tomer to the Automat, but not to Club 21.” 


ee 





“We want to make, as far as we can, a com- 
plete audit of every return so no taxpayer 
can ever feel he is secure from an audit.” 
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Persuading the Taxpayer 
lt Doesn't Pay to Chisel 


Dana 
Latham (pictures) believes strict 


IRS Commissioner 


enforcement of law is best way 
to keep citizens honest. 


At one time practically evervbody be- 
lieved in the real-life existence of a 
species of public man known as “the 
honest taxpayer.” 

Che founding fathers of the income 
tax were so sure the honest taxpaver 
really existed that they placed him at 
the center of the whole federal revenue 
structure, and built the laws 
him. That was 46 vears ago. 

Nowadavs, it’s the fashion to assume 
a mvth, Manv find it easier to 
believe in the Abominable Snowman of 
the Himalavas than in a creature who is 
supposed to pay his taxes—voluntarils 
and in full—so he can sleep better. 

lr. Coleman Andrews, who was Com- 
missioner of Internal Revenue a few 
vears back, speaks for the skeptics. On 
tax matters, he savs, we are becoming a 
nation of liars and cheats. 
¢ Commissioner's View—But the man 
in charge of tax collection today sees 
things differently. For 24 vears Dana 
Latham prospered as a tax attorney in 
Los Angeles. Now, at 61, he has 
switched to the government's side as 
head of the Internal Revenue Service. 

Latham took office last November, 
and recently completed his first round 
of testimony on the state of taxpaver 
morale before Congressional commit- 
tees. He found it reassuring. 

“What is vour estimate of the ex- 
tent of tax evasion?” he was asked. 
“We do not believe it is anv worse 
todav than it has been in the last 10 
vears,” Latham replied. 

As he pointed out to Congress, it 
is a difficult question to answer. There 
is no proof either way in the record. 
Latham believes it is significant that in 
a period when total tax collections have 
been doubling, deficiencies collected by 
Internal Revenue Service from taxpayers 
are no larger now than 10 years ago. 
¢ Democratic Skeptics—But this is not 
a sign of taxpaver steadiness to a group 
of Democratic senators. To them, it 
is merely a sign that the Eisenhower 
Administration and Congressional econ- 
omizers have reduced the number of 
tax collectors so sharply that enforce 
ment is falling off. They urged Con- 
gress to give the service $4.4-million 
more than last vear to enlarge the en- 


1round 


he is 





forcement units, an amount Latham 
criginally proposed. But he wound up 
with only about $3.2-million more. 
Latham will use the new money to 
hire 100 additional revenue agents—the 
men who give tax returns the first stud 
for indications of possible cheating. 
He'll also add 119 auditors—experts who 
dig more deeplv into suspected returns. 
In addition, he’s pushing programs to 
make wider use of computers and auto- 
matic office machinery in enforcement. 
These are plainly not the actions of 
a man with boundless faith in the good 


intentions of every taxpayer But 
Latham, and the kev men in the serv 
ice, see enforcement from a_ special 
point of view 

lo begin with, the federal revenue 


system depends on a system of volun- 
tarv tax assessment. Last vear, some 93- 
filled out bv tax- 
pavers, covering personal income, busi 
Each return 
bore a statement of taxes owed. The 
total came to $80-billion 

¢ Reasonably Honest—It is an artick 
of faith that about 98 of these re- 
turns are reasonablv honest. Again, it’s 
impossible to prove. But last vear, out 
of 60-million personal income tax re- 
turns, 2.3-million were audited, or less 
than 4% This meant that to the 
trained eves of the revenue agents, 96 
of the outward evi 
dence of honestly made out. 
From the suspected 2.3-million, there 


million returns were 


ness income, and excises 


returns had ever 
being 


were only 1,200 indictments for 
fraud. 
¢ No Illusions—Beginning with this 


reliabilitv of 
most taxpayers, the professional tax 
collectors go to work each morning 
convinced that the system is good, and 
that the wav to keep it so is by enforce- 
ment. 
dealing with 


assumption about the 


60-million liars and 
cheats, but thev open every batch of 
mail without any illusions. Their job 
is to detect the fraudulent return, col- 
lect what is due the government, or 
failing that to take the case to court. 
“Any time it becomes fair game to 
defraud the government,” Latham 
puts it, “then our voluntary assessment 
svstem breaks down and as a nation 
we are in trouble.” 
¢ Specific Job—The Revenue Service is 
a branch of the Treasury Dept., but 
occupies a separate building in Wash- 
ington and maintains a separate iden- 
titv. Its duty is to collect taxes. It leaves 
such matters as economic impact and 
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They do not believe they are. 
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political speculation to Congress, the 
White House, and the Treasury. 

Eisenhower, for example, recently 
told reporters in an off-the-record dis- 
cussion that he’s afraid any increase 
of present rates would lead to public 
resentment and a mass effort to evade 
the law. The tax collectors themselves 
don’t worry about such things. 

A good tax, to them, is one that can 
be explained clearly on a form and 
collected with a minimum of policing. 
A bad tax is one that’s hard to collect. 

One of the easiest of all taxes to 
collect, of course, is the one on personal 
income. Some $27-billion in taxes is 
withheld by emplovers for about 51-mil- 
lion persons. Unless they want to fudge 
on the number of dependents they are 
allowed, there’s no wav for most of these 
people to chisel. 
¢ Opportunities for Cheating—Oppor- 
tunities for tax dodging have been enor- 
mously increased in recent vears. Mil- 
lions of taxpavers have newly moved 
into the $7,500-and-up brackets where 
the possibilities of chiseling are greater, 
since at this point most taxpavers item- 
ize their deductions, rather than take a 
straight 10% deduction. 

Special provisions have been added 
granting deductions for sick pay, medi- 
cal costs, baby sitters, dividend income, 
and the like. The legal definition of 
capital gains has been greatly expanded. 
Every change of this kind offers more 
wavs for the taxpaver to cut corners. 

The mushrooming use of credit cards 
is seen as a major new device for try- 
ing to evade taxes. Tax collectors are 
certain that personal and family living 
expenses will be lumped in with legally 
deductible business expenses. 
¢ Unreported Income—Big sums _ of 
money are involved. Latham estimates 
several billion dollars of revenue prob- 
ably escapes the tax collectors through 
unreported income alone. 

The best weapon the service has in lo- 
cating unreported income is a knock-on- 
every-door tvpe of canvass. A few vears 
ago agents actually went from house to 
house in several cities. Recently in the 
Philadelphia area the service made a 
special check of businessmen and 
farmers. Results are secret, but it is 
known that a particularly high percent- 
age of farmers were found not to have 
filed returns at all. Some Amish farm- 
ers in the area refuse to pay income 
taxes because of religious scruples, but 
in the country at large it has been un- 
officially estimated some 20% of farm- 
ers with taxable income have never filed. 
* Electronic Enforcement—Even great- 
er reliance, however, is being placed in 
electronic office equipment. Machines 
already verify the arithmetic on every 
return. They turned up some $1.5- 
billion in additional taxes due last year. 

In a recent speech to state tax com- 
missioners, Latham disclosed the long- 
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term goal: a system of records so ex- 
tensive that the complete tax history 
of everyone who ever filed a return can 
be made readily available on tape. 

As an example of what can be done 
eventually, New York State is now com- 
paring actual deductions taken by tax- 
pavers for interest, contributions, and 
the like with a set of averages for such 
deductions. Any marked variance calls 
for special scrutiny. 
¢ Cross-Checking—Exchange of more 
information with state collectors is one 
of the immediate goals. States could 
put sales tax information from  busi- 
nesses on tapes, for example, and the 
tapes could then be fed into U.S. 
owned machines. The result would 
show whether business income had been 
reported correctly. 

There isn’t anv doubt that automatic 
equipment is potentially the most 
thorough enforcement tool ever given 
tax collectors. 
¢ Quid Pro Quo—Latham told Con- 
gress that if they would allow him to 
spend the full $4.4-million additional 
for manpower this vear, he would turn 
in $33-million additional revenue. He 
predicted that the additional revenue 
would rise to $60-million the second 
vear as the new men became more 
skilled. But the House cut his man- 
power request by $2.5-million, and the 
Senate restored only half the cut. 
¢ Complaints of Harshness . . .—To 
the men in Congress who write the rev- 
enue laws, the job of the Commissioner 
of Internal Revenue is to get the most 
tail feathers with the least squawks. 
Thev keep a particularly alert ear out 
for the squawk. 

Congressional mail is peppered with 
complaints that revenue agents are too 
harsh on little taxpavers. A Cleveland 
newspaper recently printed a letter tvpi- 
cal of such protests. The writer attacked 
what he called “shamefully abusive tac- 
tics of tax collectors against defenseless 
citizens, citing three incidents: Seizure 
and sale of horses of some Amish farm- 
ers, levying on the pension of a veteran, 
and jailing a pacifist minister. The min- 
ister turned out to be a particular em- 
barrassment to the tax enforcers. He 
admitted he had not paid a tax for 10 
vears because of his objection to arms 
expenditures, refused to stand up when 
taken to court, and was surrounded with 
hymn-singing supporters at hearings. 
He finally was carried away to serve six 
months for failing to answer the sum- 
mons of a tax agent. 

e ... and of Laxity—Another kind of 
complaint—this time charging the serv- 
ice with being too lenient—crops up 
when out-of-court settlements are an- 
nounced for less than the original claim. 
Latham got a taste of this himself. One 
of his first acts as commissioner was 
to approve settlement of a $700,000 
claim against Charlie Chaplin for $425,- 


000. Chaplin has no assets in this coun- 
try; Latham figured it was a good deal 
to take the $425,000. He was accused of 
being soft on wealthy taxpayers. 

Business expense deductions is an- 
other area where the service is some- 
times accused of being lax. ““Why don’t 
you go to Florida and check the yachts 
tied up there to see how many are writ 
ten off as business expenses?” writes a 
suspicious taxpaver. 

e Charges Against Businessmen—At 
every tax-paving period, revenue agents 
are subjected to complaints that busi 
nessmen are getting away with unjusti 
fied deductions. ‘Taxpayers arrive bear- 
ing fraved newspaper clippings about 
the owner of a dairy who deducted an 
African safari as advertising expense. 

Edward R. Murrow’s TV show, in 
which he said call girls were considered 
a deductible expense by some busi 
nesses, stirred up a small hurricane of 
clippings and bitter comments. IRS is 
investigating the charge. 

An effort to crack down on business 
expense deductions by way of new 
legislation was made in the Senate 
Finance Committee recently. It was 
backed by a group of Northern Demo- 
cratic senators who sought to bar de- 
ductions for expenses in night clubs 
and other “places of entertainment.” 
The bill was opposed by Latham and 
Treasury on the grounds it would pos¢ 
too manv administrative difficulties 

For the effect on taxpayer moral 
and to forestall Congressional action 
if for no other reason—the issue of busi- 
ness expenses will be near the top of 
the service’s problems for a long time 

Members of Congress are sensitive 
to their tax mail but do not take it as 
a sign that the public is rebelling 
e Morale Problem—Nevertheless,  th« 
problem of taxpayer morale looms largé 
in Latham’s mind, and in that of ever 
observer of the U.S. system. At some 
point, over-zealous enforcement could 
wreck the svstem bv stirring up a wide- 
spread taxpayer revolt, and nobody) 
knows just where that point is. Con- 
gress would rather err on the side of too 
little enforcement than too much, 

To offset criticism that the service 
is overlv harsh, Latham is encouraging 
a flair for public relations that began to 
sprout among the professional career 
people in the service a few years back 
A documentary film showing activities 
of the service—called “Since the B« 
ginning of Time’—was seen by som« 
39-million TV viewers just before tax- 
filing time this vear. In one district, 
the collector in charge staged an hour 
long question-and-answer period on T'V. 

“Our voluntary assessment system 
must be preserved at all costs,” Latham 
sums up. “The way to preserve it is to 
convince the people that they must 
pay their taxes according to the require- 
ments of the law.” END 
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NOW... 
: SUPERIOR FORMABILITY 
IS AVAILABLE IN 
AN EXTRA-STRENGTH STEEL 


& —ONAXTRA 


BEST LOW-ALLOY EXTRA-STRENGTH STEEL YOU CAN BUY 








N-A-XTRA HIGH-STRENGTH is a heat-treated steel now available in 
minimum yield strengths of 80,000-110,000 psi. 


Unlike most steels of this strength and toughness, N-A-XTRA can 
be cold formed into difficult shapes, gas-cut, sheared, machined, 
and otherwise handled by conventional fabricating methods. It has 
superb weldability—by any process. And its great strength gives 
designers and engineers a unique opportunity to eliminate useless 
dead weight from finished products. 


For complete information on N-A-XTRA—the best low-alloy extra 
high-strength steel you can buy—write Great Lakes Steel Corpora- 
tion, Detroit 29, Michigan, Dept. BW-9. 





GREAT LAKES STEEL 
a ieninisso wceainiansibiiiii 
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Hang your hat 


Georgia’s expansive industrial growth highlights 
many of America’s great names. Thousands of new 
businesses have discovered the magic ingredients 
that make it NATURALLY better to work, live and 
play in Georgia. Take your pick ... and you'll pick 







Get tl 


e tacts and figures fro 
ABIT MASSEY, Dire 

GEORGIA DEPT 
1 State Capito Dept. 000 
tlanta, Georgia 
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Ga. 


OF COMMERCE 


UNITED | Food’s Prize Recipe Is For 
Complete Plant-Restaurant Accounting 


United Food Management Services offers 
you a revealing, day-by-day accounting 
system that is regarded as a model in the 
»mployee and institutional restaurant field 
a service that means better food for 
your employees and lower costs to you 
Why not “sample” the benefits of 
United’s 40-year experience in feeding 
America at work? 
Here’s How! We've put much of our ex- 
perience in printed form. A request on 
your letterhead will bring you any of the 
following: a.“*Plan Food Service When You 
Build”, b. “Getting Good Food Service”’, 
c. “What Food Service Should Cost You”. 


New Products 


We will also include the United Food 
Service “Clinic” form that will enable you 
to make a really “experienced” analysis of 
your own food service facilities. 

United Food Management Services, Inc. 
7016 Euclid Ave. © Cleveland 3, O. © Dept. C86. 
1919 © Our 40th Year * 1959 





Please send booklet (a) (b) (c) ‘‘Clinic’’ to 

| Name ve —_— eg ccatamciiasinitainasiia 
Company - 

| Address 

| City Zone State 

Oe ct ers cee cement tem ate ies ene ome cas eee enw eee eee 


Georgia as the welcome spot to hang YOUR hat. 
Every day is production day in Georgia—even the 
weather is on your side! 











NEW PRODUCTS 





For Painting by Hand 


\ paint mitt, designed for painting 
hard-to-get-at surfaces, has been intro 
duced by the Best Roller Co., Fond du 
] in. Wi 

The mitt is 
gives a finish that matches the texture 
of roller painting. To use, the mitt is 
slipped on either hand, dipped lightly 
into paint, then shaped to the contour 
of the object 

No _pressur¢ 
to be ideal for painting pipes, radiators, 
and other irregular and hard-to-reach 
surfaces at home, on the farm, or in 
industry 

Phe paint mitt is offered in two stvles 

with or without thumb. It retails for 
$7.95 


made of lambskin and 


is required. It is said 





Revved-Up Screwdriver 


[rving to drive in 
wood screw can be hard on tempers 
and hands. This pistol-grip screw driver 
is the latest attempt to solve this prob- 
lem. A rachet mechanism in the plas- 


an obstreperous 


tic handle makes it possible to 
“wrench” in a screw with about five 
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times the force delivered by a conven- 
tional screwdriver, according to _ its 
developer, the Cuyahoga Products 
Corp., Cleveland. 

It’s sold as a kit with three inter- 
changeable steel drivers—‘s in., } in., 
and in. wide. Price: $4.95. 


Cool Heads Are Better 


Operating earthmoving and _ farm 
equipment in a broiling sun becomes 
more bearable with this air-cooled hel- 
met. In fact, Jameison Laboratories, of 
Santa Monica, the developer, claims 
it can step up the driver's efficiency by 
10% by keeping him comfortable and 
nut of the dust. In effect, the driver 
operates in his private bubble of cool 
filtered air, supplied by a small her- 
netically sealed refrigeration unit that 
is powered by the vehicle’s ignition 
svstem and is connected to the helmet 
by a flexible hose. The helmet can be 
idjusted to the driver's size, and the 
flow of cool air to his particular taste. 
[t's made of lightweight glass fiber, 
gives the driver plenty of vision, and has 
catholes for free hearing. Cost of the 
complete outfit: $325. 


Speeding Up Molasses 


A rubber pipe with its own built-in 
heating system has been developed by 
the Luzerne Rubber Co. of Trenton, 
N. J. The Buna N-type synthetic rub- 
ber piping is designed to carry viscous, 
semi-solid substances, such as crude oil 
and molasses, that do not flow readily at 
room temperature. A silicone rubber 
heating tape imbedded in the rubber 
pipe gets these fluids flowing. Resistant 
to heat (up to 248F), oil, and chemical 
attack, the new pipe will be available in 
sizes ranging from 2 in. to 6 in. in diam- 
cter. END 
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KENNEDY CAR LINER & BAG CO., INC., 1000 Prospect Ave. Dept. H, 





protect, 
enhance, 


reveal 
and sell... 
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When your product goes to market in a 
Kennedy package, it SELLS because it’s SEEN .. . protects 
until sold . . . easily handled and stocked . . . inexpensive and 
effective. There’s a polyethylene package for every need, and 
Kennedy’s experience and imagination can solve your problems. 
Ask for a Kennedy Sales Engineer to show you how. 


Send for profusely 
illustrated free 
brochure that shows 
what Kennedy 
can do for you. 





Shelbyville, Indiana 


Offices in many principal cities 
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CHARTS OF THE WEEK 





Which Employees Earn Their Keep? 


The average employee in the nation’s 
leading industrial companies accounts 
for $16,600 in assets and $20,800 in 
sales, according to the American Man- 
agement Assn. Its analysis of 484 of the 
biggest companies reveals some inter- 
esting patterns. 

By the simple device of dividing total 
assets and sales by the number of em- 
ployees, AMA has come up with a 
handy yardstick for quick comparisons 
of individual company data with in- 
dustry averages. 

The wide difference in sales and 
assets ratios from one manufacturing 
group to another is not significant. 
Conditions peculiar to certain industries 

degrees of mechanization, inventories 
and labor requirements—create the im- 
balance, which is not necessarily a 
cause for concern. Some surprisingly 
close relationships between capital in- 
vestment and sales show up in the 
paper, primary metals, and stone, clay 
and glass industries. 

In terms of both sales and assets 
per employee, petroleum and coal prod- 
ucts are the most productive and also 
the most highly capitalized of the 19 
industries studied. Forty-four com- 
panies in this mechanization-conscious 
industry report sales averaging $42,600 
and assets averaging $48,100 per job- 
holder. 

lobacco manufacturing, with _ its 
myriad automatic operations, also is 
high on the list of industries where 
each employee requires a substantial 
capital investment ($41,600) and pro- 
duces a high ratio of sales ($32,600). 

Only four industries—petroleum, to- 
bacco, lumber and wood, and primary 
metals—show a higher investment per 
employee than sales. In each case, the 
explanation lies partly in the complexity 
and high cost of its technology. 

The greatest disparity is found in the 
food and kindred products industry, 
where 7] companies average more than 
twice as much sales ($28,800) than as- 
sets ($12,600) per worker. Unlike most 
other processing or fabricating indus- 
tries, food manufacturers’ cost of labor 
is less a factor than the cost of raw 
materials. The food industry requires 
less labor per unit to produce its high 
volume of output, but it sustains a rela- 
tively higher raw materials expense. 

At the bottom of the scale, four 
companies in the leather industry aver- 
age the least assets and sales per em- 
plovee—$5,200 and $9,400 respectively. 
Low over-all ratios also show up in 
the apparel, textiles, and instruments 
industries. 
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All Industries... .. 
Petr. & Coal Prods. 


Tobacco .. 


Printing & Publ. , 


. Chemicals ....... 


* 


‘Lumber & Wood ... 
Transp. Equipment 


Metal Products . . . 
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Primary Metals ... 


» Stone, Clay & Glass 





Furniture & Fixt. .. 


Machinery ....-. 
(excep! electrical) 


Rubber 

Electrical Mach. .. 
Instruments . . 
Textiles 

Apparel 


Leother «3 ..fyex , 


20 30 50 
Thousands of Dollars 
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To Help a Computer Concentrate 


... By filtering distracting voltage pulses, 


Mallory capacitors keep a computer’s 
memory from wandering. 


To help keep electronic brains safe from error and 
breakdown, Mallory has developed a series of com- 
puter capacitors that set entirely new standards for 
efficient filtering and long service. Used by the 
hundreds in the power supply, they assure a smooth- 
as-silk flow of current to the computer’s thousands 
of tiny parts. 


The manufacturing methods Mallory had developed 
for building extra life and performance into capaci- 
tors gave us a head start in tackling this new applica- 
tion. Mallory computer capacitors are produced by 
special techniques under conditions as carefully 
controlled as those in a hospital operating room to 


assure they last as long as the computer itself and 
help eliminate costly trouble-shooting and down time. 


These new capacitors are the latest development of 
Mallory pioneering in the design and production of 
precision electronic components. Today you find 
Mallory products in miniature hearing aids, your 
TV set and car radio, and space satellites. And they 
will be working in, tomorrow’s electronic marvels. 


P.R. MALLORY & CO. Inc 


NODIANAPOLIS 6 INDIANA 


Electronic, Electrical and Special Metal Components ¢ Dry Battery Systems ¢ Semiconductors ¢ Timer Switches 
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Worthington craftsmen are experienced at 
Tito llate Malle latty -1-1-1°Miceliolilare Mulelsalul 1a mmlileh 
must operate continuously. The rotor of a 
typical Worthington high-speed turbine, for 
example, weighs 3 tons, turns at a speed of 
8500 rpm, and is machined to ‘“watch- 
maker’ tolerances. 
















WORTHINGTON AND 
THE RENAISSANCE 
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= For many American industries, mass production spelled the end of 
| craftsmanship. It became impossible to produce the many with 
5 : 
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the same care and patience that went into the few. 
The last decade, however, has seen a renaissance of craftsman- 
ship. In missiles, for example. To reach the moon will require a high 


degree of skill, not only in design, but also in manufacturins 
techniques. 


The First, the Biggest, the Fastest, and the Most Precise 
Worthington is well aware of the continuing importance of crafts 
manship to its success. Worthington has no monopoly on skill, but 
it does have a force of shop employees who are unusually alert t 
this need, and who are loyal and dedicated to their job. They have 
been responsible for many outstanding manufacturing accomplish 
ments. That’s why you'll find the first, the biggest, the fastest, or th 
most precise power service product usually bears the Worthingto1 
trademark. 

Worthington is proud of its craftsmen who have contributed s« 
much to its reputation for quality. Many skilled technicians have 
been with Worthington for 20, 30 and even 40 years. Half of the 
labor force has worked for Worthington at least 13 years. 


An Extra Ingredient 
Many times you can’t see it, often 
you can’t feel it, sometimes you can’t 
even measure it, but there is an extra 
ingredient in every Worthington 
product. And that ingredient is 
“craftsmanship.” 


>. Worthington Corporation, Harri- 





son, N. J. In Canada: Worthington 


(Canada) Ltd., Brantford, Ont. .0...: WORTHINGTON 


SOME OF WORTHINGTON’S COMPLETE LINE OF POWER SERVICE PRODUCTS 
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POWER TRANSMISSION EQUIP STEAM TURBINES 
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smart stage setting for a star performance...by 


High-level productivity is practically as- 
sured by this Invincible efficiency center of 
Modernaire desks, modular Modernettes 
and Modernease chairs for an executive 
and secretary team. 

Compact, of course. But note the gen- 
erous facilities for work and storage, plus 
an attached typewriter table correctly de- 
signed at typing height. All this con- 
venience is achieved with an enduring 
smartness of style and finish typically 
Invincible, whether it be executive, profes- 
sional or general office. 
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° INVINCIBLE Meta! Furniture Company ° 
: Dept. A-8, Manitowoc, Wis. : 
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INVINCIBLE 


For our office planning kit and a free copy 
of a brochure dramatizing several Invincible 
suites in full color, simply fill in and mail 
the coupon below. 
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Your Invincible dealer will help you 
achieve office modernization to fit all 
requirements of space, personnel and 
type of work . . .“‘custom planning,’ without cus- 
tom costs, from his standard inventory. Call him 
today—the Invincible Man with the Office plan. 


BUSINESS-ENGINEERED FOR BETTER BUSINESS LIVING 


INVINCIBLE 


Invincible Metal Furniture Company 
MANITOWOC, WISCONSIN 
In Canada: 1162 Caledonia Road, Toronto 10 
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Western capitals are buzzing this week with reports that a dramatic 
change may be coming in U. S.-Soviet relations (page 20). A summit meeting 
is almost taken for granted, whether or not the foreign ministers at Geneva 
get very far in narrowing their differences on Berlin. The main excitement 
is over the possibility that Soviet Premier Khrushchev will visit the U. S. 
before long. 


It’s Vice-Pres. Nixon’s trip to Russia that has created all the flurry. 


. European diplomats feel that Nixon is preparing the ground for a real 


accommodation between Washington and Moscow, including a shift in the 
rigid U.S. position on trade. 


The big question is whether Khrushchev is ready to drop some of 
his Berlin demands, accept an interim arrangement there for, say, two 
to three years. If he doesn’t do that, there will be no easing of East-West 
tensions. They might even get worse. 


The Indian government is taking a tough stand against the country’s 
main Communist stronghold—the southwestern state of Kerala. At mid- 
week, New Delhi announced that it would “intervene” there. In effect, 
that means Prime Minister Nehru, using constitutional powers, will force 
the Communists out of office in Kerala. 


Over two years ago, Communists won elections in Kerala. Recently, 
Nehru’s Congress Party and other political groups openly challenged 
Communist plans to control Kerala’s schools. Vicious riots broke out. 
After visiting Kerala, Nehru decided to keep hands off—temporarily. 


Continuing disorder in Kerala and stiffening pressure from the Con- 
gress Party forced Nehru finally to take action. 


Nehru’s decision will bolster anti-Communist feeling in Southeast 
Asia. The Kerala move closely follows Asian resentment over Red China’s 
takeover of Tibet. 


But Nehru now may have new troubles with the Soviet bloc. 


Senate backers of the Administration’s foreign aid program are con- 
fident of restoring some of the House cuts in the $3.1-billion appropria- 
tions bill. But they probably won’t get the full $3.5-billion originally 
earmarked in the authorization bill. The betting is for $3.3-billion—at 
the most. 


Key fight will center around the Development Loan Fund. The House 
cut this year’s DLF money from $700-million to $500-million. It killed any 
appropriations for the next two years. House fund-cutters got indirect help 
from newspaper charges of aid mismanagement in South Vietnam. 


Senate supporters of DLF hope to boost this year’s figure to $600- 
million. They also are aiming to win appropriations for at least half of the 
$1-billion authorized for next year. 


—e— 


Proposals for forming an Inter-American Development Bank sailed 
through Congress this week. Bank’s charter now goes to the 20 Latin 
American republics for ratification. 
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The new lending agency will have a total capitalization of $1-billion. 
U.S. Treasury immediately will put up $350-million as our share. Loans 


will go primarily to projects such as housing and schools that the World 
Bank tends to bypass. 


Many leaders in Latin America praise the new bank—but still con- 
sider it not enough for the region’s economic needs. 


Brazil, for one, is still negotiating for a separate loan package of 
around $300-million from Washington and U.S. banks—hinging on approval 
by the International Monetary Fund. It would cover deficits from heavy 
imports of oil and manufactured products. 


IMF has rejected the request—unless Rio agrees to a hard-hitting 
austerity program. But Brazilian leaders argue that austerity would simply 
halt the country’s “dynamic economic expansion.” 


Coffee-producing countries in Latin America have agreed to a new 
formula for controlling exports during the next crop year. It sets firm 
export quotas, in place of the present system of varying “retention” quotas. 
Here’s how it will work: “Each country will base coffee shipments on 
the best export year during the past decade—minus 10%. That way, 1960 
exports should closely match estimated world consumption. 


Main hitch is how to sell the formula to the African producers. British 
colonies aren’t likely to agree. But the French, Belgian, and Portuguese may. 


In Argentina, Pres. Frondizi is squeezing through one political crisis 
after another. A month ago, he replaced his Army Secretary—under 
pressure from the armed forces. This week he installed a new Navy 
Secretary. 


Yet few observers in Buenos Aires expect Frondizi’s government to 
topple. That would upset the country’s effort to maintain constitutional 
processes—finally working now after a decade of Peron’s dictatorship. Be- 
yond that, Argentines are relying on new Economics Minister Alsogaray to 
make a success of the government’s austerity program. 


Japanese-Soviet trade is expanding at a fast clip. That’s in marked 
contrast to still stagnant Japanese trade with Communist China. 


Tokyo-Moscow trade pact signed last December called for a $70-million 
exchange of goods over two years. Shipments already have reached over 
$52-million. One reason is the eagerness of Japanese traders to find new 
export outlets to replace the cut-off Red Chinese market. More important, 
Russia is pushing exports of minerals Japan needs. In turn, it is accepting 
Japanese manufactured goods to speed economic development of Siberia. 


Western Europe’s two economic blocs—the Common Market and “Little 
Free Trade Area” (BW—Jul.25’59,p43)—are now competing to get new 
member countries. Greece already has applied for “associated membership” 
in the Common Market. Spain may follow suite. Ireland and Iceland 
seem to be leaning toward the Free Trade Area. Turkey is undecided. 


Contents copyrighted under the general copyright on the Aug. |, 1959, issue—Business Week, 330 W. 42nd St., New York, N. Y. 
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Dress rehearsal. Clothes make the man. But it takes searching 

to sell him successfully. Searching for comfort, for ease-of-care, for durability. Here's 

where Burlington’s intensive research is so important. It’s a big job. . . big enough to keep 

: hundreds of personnel busy in 24 laboratories . . . to warrant expenditures nearly 

¥ doubling that of any other textile manufacturer. 

In masculine comforts alone, its results have included Raeford 2780's featherweight 

suitings, Galey & Lord washable cords, the trend-setting field of Burlington’s ease-of-care 

«i , fabrics. The search has satisfaction. Men’s summer suit consumption has doubled. 
* . And Burlington’s progressive research program will increase it more. 

; Programs for plant modernization and quality control are equally progressive, 

equally vital. Burlington weaves a philosophy of progress . . . setting a pace for others to follow. 


Burlington INDUSTRIES, INC. = 


“Woven into the Life of America” 


... the world’s targest, most diversified manufacturer of textiles, with 
55,000 employees in 114 plants located in 85 U.S. communities and 4 foreign countries. Executive Offices: Greensboro, N Sc 








Consider this: Republic SRK Plastic Pipe is the 
product of a billion-dollar corporation with 
more than 50 years of pipe-making experience 
—a corporation that works full-time to bring 
you superior plastic pipe .. . of the best plastic 
materials available . .. soon after such materials 
become available. 

At research centers such as Republic’s new 
Independence, Ohio, Laboratory (above), 
thousands of man-hours—thousands of dollars 
—are spent in (1) finding the most efficient ways 
of getting the best out of new plastics, (2) utiliz- 
ing them to make plastic pipe that performs 
better... longer, and (3) using them efficiently 
so that you can buy the pipe economically. 





UNAFFECTED BY CRUDE OlL, BRINE, OR 
NATURAL GAS, Republic SRK costs no 
more to buy than ordinary pipe. Eco- 
nomical brush-applied solvent and 
plastic couplers permit almost any type 
of joint to be made in seconds. SRK 
cuts with handsaw or hacksaw. Can be 
installed in combination with existing 
metal lines. 








... the “Why” Behind the Superiority of Republic SRK 


Rigid controls in manufacturing operations 
guarantee that the high standards of quality 
developed through research come to you in 
each and every length of SRK Plastic Pipe. In 
short, you get the quality you pay for... the 
quality you need! 

SRK is available in a wide range of pressure 
ratings and sizes from 2” through 6”. Republic 
also makes Flexible (FE) and Semi-Rigid 
Butyrate (SRB) for extreme paraffin conditions. 
All three types offer low friction loss as well 
as exceptional uniformity and toughness. For 
complete information, contact your Republic 
distributor or mail the coupon. 




















FOR A SINGLE-UNIT ANSWER TO VIBRATION, liquid-sealing, and adjust- 


ment problems, try Republic Self-Locking NYLOK® Bolts. Continuous 
pressure of resilient nylon pellet imbedded in body of bolt forces 
a tight, metal-to-metal lock between opposite mating threads. Pellet 
is unaffected by age or moisture. Bolt can be re-used without loss of 
holding power and locks securely even if not seated. Return coupon 
for complete information. 




































FOR GREATER RESISTANCE TO WEAR AND 
CORROSION, specify Republic Alloy Studs 
and High Carbon Hex Nuts. Designed to 
withstand massive forces applied continu- 
ally or cyclically, without distortion, creep, 
stretch, or fatigue failure. High tensile 
strength combined with tough, precision-cut 
threads, assures maximum holding power, 
minimum wear, fast back-off to meet main- 
tenance requirements. Clip and mail cou- 
pon for full information. 


FOR UTMOST UNIFORMITY of strength, duc- 
tility, wall thickness, concentricity, and other 
physical properties, specify Republic 
ELECTRUNITE” Carbon or Stainless Steel 
Heat Exchanger Tubes. Made from highest 
quality flat-rolled steel electrically welded 
—without the addition of foreign metal — 
by Republic’s famous ELECTRUNITE process, 
FARROWTEST® electronic testing, offered as 
an alternate to less positive tests, assures 
detection of defects of any critical size, 
Send for details. 
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REPUBLIC STEEL CORPORATION 


DEPT. BW -7993 


1441 REPUBLIC BUILDING + CLEVELAND 1, OHIO 


Please send more information on: 
O)Republic Plastic Pipe ~ 
CO ELECTRUNITE Heat Exchanger Tubes 
0 Self-Locking NYLOK Bolts 
O Alloy Studs and High Carbon Hex Nuts 











Name Title 
Company. 

Address. 

City Zone State 
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...of cases of “Coke” 


In the shadow of Golden Gate Bridge, one of Coca-Cola 
Bottler’s many CLARK lift trucks moves cases of Coke in 
its never-ending aim of super-fast service to customers. 
Just one of these mobile, easy-to-operate lift trucks 
handles thousands of cases every year, with less breakage 
and less lost time than ever before. 


Brown and Michigan are trade-marks of 


CLARK’ 


5 J 











pee ee 


a paiewe tbe os 





wae, = 
es Asem cgisiegn 


...of old pianos (and frozen shrimp) 
The unique combination of air ride and refrigeration has eliminated 
two problems for the owner of this Clark-built BRowN truck- 
trailer. Air ride prevents shock damage to old pianos being hauled 
from New England to Arkansas for refinishing. Refrigeration 
permits safe cartage of shrimp and other frozen foods, so trailer 
(and owner) earn money on backhaul East. 





...of lumber and pre-fab walls 


In Great Falls, Montana, a new method of wall construction is 
saving days for eager-to-move home owners. Instead of customary 
build-in-place carpentry, wall sections are shop-assembled, taken 
to each house site, and nailed in place. A fork-equipped MICHIGAN 
Tractor Shovel plays a key role: both carrying lumber and later 
lifting and steadying the “‘pre-fab”’ sections. 


CLARK EQUIPMENT COMPANY, Buchanan, Michigan 


World's leading manufacturer of material handling equipment 


EQUIPMENT 
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Year-After Look at New Funds 


@ Wall Street casts up accounts on two mutual funds 
that started just over a year ago with great fanfare. 


@ Consensus on Lazard Fund—a good but unspectac- 
ular performance, with 22.9% increase in value of shares. 

@ Lehman Bros.’ One William Street Fund didn’t come 
off so well, has been squeezed by net liquidations of shares. 


In well-publicized underwritings only 
a few weeks apart, Lehman Bros. and 
Lazard Freres & Co. last year became 
the first important investment banking 
houses to enter the mutual fund field— 
Lehman with its One William Street 
Fund, and Lazard with Lazard Fund. 

Both these  underwritings were 
greeted with enthusiasm. Lehman and 
Lazard helped give new life to the bull 
market—and more. The fact that old 
line houses were entering the mutual 
fund business gave new prestige and 
status to the entire industry. The fan- 
fare that surrounded their offerings was 
so great that Wall Street brokers were 
swamped with —orders—$221-million 
for Qne William, $118-million — for 
Lazard. 

This week, just over a vear later, 
Wall Street was taking a second look. 
(he consensus was that Lazard had 
turned in a good but unspectacular 
performance. In a period when the 
Dow-Jones average had jumped about 
40% Lazard’s shares showed an_in- 
crease of 22.9%. This is not regarded 
as bad, considering that the fund 
started with an all-cash position. 

But One William, nicknamed “Big 

Bill” by dealers, did not come off so 
well. Starting with an even _ bigger 
cash position, its shares had increased 
in value by only 19% before sales 
charges, only 10% on its offering price. 
Moreover, toward the end of its first 
vear, the fund faced rising redemptions 
of shares, and falling sales. In the sec- 
ond quarter, sales were $9.2-million, 
cash-ins $13.3-million—a net drain of 
$4.1-million. 
* Different Setups—There’s one big dif- 
ference between the two funds. The 
Lazard Fund is a mutual fund only in 
the technical sense; it redeems shares 
at net asset value (minus a 1% penalty), 
but it does not offer new shares. Lazard 
chose to establish this kind of fund to 
avoid setting up a_ nationwide sales 
organization. 

In contrast, One William started as 
a full-blown open-end fund, not only 
redeeming shares at asset value, but 
continuously offering new shares 
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through a network of over 1,000 securi- 
ties dealers. 

This took a lot more money and or- 
ganizing. Lehman Bros. created a wholly 
owned national sales organization, Wil- 
liam Street Sales Corp., and buttressed 
it with field offices. In addition, it 
launched a big advertising and direct- 
mail campaign. 

Lehman Bros. says when it started 
the fund, it was prepared to sce its na- 
tional sales organization lose money for 
two years. Meanwhile, it predicts that 
“Big Bill” will improve both in perform- 
ance and sales. 
¢ Handicap—Both funds faced one ma- 
jor handicap. They started off loaded 
with cash, and it was not easy to find in- 
vestments in a hurry. Lazard had 87% 
of its money in common stocks by the 
end of 1958; One William managed to 
put 82.7% of its 1958 assets into stocks. 

The huge amount of money both 
funds had available limited their stock 
choices. ‘They could not go into a situa- 
tion where there were few shares out- 
standing or where the floating supply 
was small. At the same time, thev were 
faced with a rising market. 
¢ Lazard Tactics—Lazard, which had 
adopted a policy of ‘substantial rather 
than scattered commitments,” tried to 
confine its purchases to a_ relatively 
small number of stocks. Early in the 
game, it invested $5.6-million in Ameri- 
can Telephone & Telegraph common 
without tipping its hand to anyone. 
After it had made the purchase and the 
news was out, there were plenty of 
raised eyebrows and caustic comments 
(“Who needs skilled investment man- 
agement to choose AT&T?’). But 
when the stock was split 3-for-] and 
the dividend hiked by 10%, Lazard, 
unwittingly or not, looked good. 

Lazard has since taken its profits in 
AT&T. Its investment managers have 
established a portfolio of 75 issues. 
¢ One William—One William took 
another tack. It launched a crash pro- 
gram, put money into 130 different is- 
sues. Now, Allan B. Hunter, vice-presi- 
dent in charge of investments, says it is 
cutting back on its across-the-board 


commitments. It has reduced its port 
folio to 108 issues, plans to eliminate 
more. 

In doing this, One William is gen 
erating profits. Since its start, its sales 
out of portfolio, excluding governments, 
total $67.3-million, or about 22% of 
the fund’s current assets, and account 
for about $7.2-million realized profits 
about 38¢ a share. 

So far, Lazard Fund has had about 
the same relative turnover. 

One William Street’s profit position 
—realized or not—could have been larger 
had it not placed some $23-million in 
medium-term government bonds last 
vear. It did this in order to get a return 
while waiting to invest in equities, and 
got caught—for $2.5-million to $3-mil- 
lion—when the bond market collapsed. 
e Explanations—One William's presi 
dent, Dorsey Richardson, and the fund's 
executive vice-president, Edward B 
Burr, point out that there are several 
reasons for the unusual rise in redemp 
tions. 

e Some investors, who expected 
too much, were disappointed. 

e The initial offering, like many 
new issues, was “‘oversold.””. Many in- 
vestors thought they were buying a “hot 
issue” which would trade up fast. 

e Still other investors, who were« 
holding ‘‘scared stock market money” 
last summer, put their funds into Onc 
William on a temporary basis. 

¢ One William recently had prob 
lems with a trade practice known as rr 
ciprocal business. Under the usual 
formula, a fund gives a dealer $1 in 
brokerage business for each $1 of the 
fund’s shares he sells (BW —July25’59, 
p25). In the early days, when One 
William was buying big blocks, it was 
forced to ignore some of these dealers, 
who sometimes showed their resent- 
ment by refusing to sell more shares 
¢ Comparison—Nevertheless, it’s a tru- 
ism that fund dealers sell performance 
So, One William Street’s first problem 
is to hang up a performance record that 
will impress the public. 

Its record still leaves analysts dis- 
satisfied. Using the “management per 
formance” technique which takes into 
account capital gains and income divi- 
dends, as well as the change in share 
value, skilled Wall Street statisticians 
point out that in the first half-of 1959 
—the only fair comparison, for then the 
funds were nearly fully invested—One 
William has risen 6% and Lazard 8%. 
The average for funds with an unre- 
stricted investment policy was 9%; 
however, many funds in this group had 
increases from 12% to 21%. END 
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fine 
bond 
papers... 


only ATLANTIC tells 
you the substance 
weight at a glance! 


Hold a sheet of Atlantic Bond to the light 
and one of four substance numbers be- 
comes visible. Eastern makes these num- 
bers part of the genuine watermark on 
every sheet...the only paper manufac- 
turer that does. It’s further proof that 
you have the world’s finest sulphite bond 
in the weight you specified ...13, 16, 20 
or 24. This extra service aids you when 
re-ordering, too. Ask your local supplier 
—or write direct—for test packets. 


NEW EXCLUSIVE E-Z START REAM OPENER 


Simple. Practical. 
Just pull the tab. 
The ream of paper 
is open. No broken 
fingernails. No torn 
or cracked paper. 
Makes storage sim- 
pler, too. 
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EASTERN FINE PAPER AND PULP DIVISION 
STANDARD PACKAGING CORPORATION + BANGOR, MAINE 
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Reins on Government Market 


Fed-Treasury study of 1958 collapse indicates that 
controls are coming. Preliminary report indicates higher 
margin requirements, and fuller reports by dealers. 


The massive government securities 
market this week seemed headed for 
increased regulation and control. ‘That's 
the important conclusion arising from a 
preliminary report on a joint inquiry 
by the Treasurv and the Federal Reserve 
into last summer's collapse in govern- 
ment bonds (BW —Mar.14°59,p170). 

Officials pointed out that the report 
was preliminary and contained neither 
conclusions nor recommendations, but 
it was clear from the studv—and from 
private comments by Fed and Treasury 
officials—that four new tvpes of control 
are under consideration 

e Margin requirements perhaps as 
high as 25% for buying government 
bonds on credit. The study emphasizes 
that buying of bonds on little or no 
margin was a major factor in the dis- 
ruption of the market last summer. 

¢ Requirements that government 
bond dealers report trading volume, 
prices, and their own positions in vari- 
ous issues, as well as their financial con- 
dition. This proposal is likely to run 
into stiff opposition from dealers who, 
traditionally, play their cards close to 
the chest. 

¢ Regulation of repurchase agree- 
ments—contracts under which the seller 
of a security agrees to buy it back at a 
specific time and at a specific price. 
Such contracts between speculators and 
non-financial corporations were heavily 
used to finance purchases of the Treas- 
urv’s 28% bonds in June, 1958. The 
“unwinding” of these deals plaved a 
part in the collapse of the market. 

e Creation of a quasi-official asso- 
ciation of government bond dealers, 
which would have the power to police 
the market much as the National Assn. 
of Securities Dealers polices the over- 
the-counter stock market. 

While the study indicated that pres- 
ent arrangements on margin buying and 
‘“‘buy-backs” were far from satisfactory, 
it had nothing but praise for the govern- 
ment bond dealers. The report exoner- 
ates them for any part in the debacle. 

Apart from the investigation of last 
vear's collapse, the Treasury and the 
Fed, along with officials of the New 
York Stock Exchange, made a special 
study of what might be done to resur- 
rect an auction market in bonds, based 
on the NYSE. The conclusion was that 
it wouldn’t be possible to recreate this 
market of the early 1920s, principally 
because no one with adequate capital or 
experience would be willing to special- 
ize in governments. So the study 


favored continuing the present over-the- 
counter dealer-oriented market. 

¢ Words of Praise—In fact, in a joint 
statement, Treasury Secy. Robert B. 
Anderson and Federal Reserve Chmn. 
William McC. Martin observed that 
“The dealers in governments appear to 
have developed better facilities and 
techniques for handling large trans- 
actions promptly and without excessive 
price effects than would be possible on 
an organized exchange.” 

In response to criticism that the gov- 
ernment market is, in effect, a “close 
corporation’’—there are at present only 
17 major dealers, five banks and 12 
non-banks—the Treasury and the Fed 
concluded that the major reason why 
there are so few dealers is that existing 
dealer organizations already cover the 
nation adequately. Moreover, the study 
notes that “the number of qualified and 
experienced personnel available to staff 
new firms is relatively small.” 

It’s clear that whatever regulations 
may emerge from the study, the Fed 
and the Treasury aren’t out to eliminate 
market fluctuations. What seems to be 
in the cards are controls that will elimi- 
nate the sort of thinly margined specu- 
lation that led to the market’s downfall 
last summer—and to heavy losses by 
individuals and stock exchange houses 
that don’t usually trade in the bond 
market. 
¢ No Panacea—The report argued that 
no matter what technical improvements 
are made, the market can’t make an- 
other outbreak of trouble impossible. 
As Anderson and Martin put it, tech- 
nical improvements in the market can- 
not “correct our problems of too much 
short-term debt . or of the cyclical 
instability in our financial markets.” 

At midweek, few government bond 
dealers had vet had a chance to 
digest the 400-odd pages of detailed 
technical information in the study. 
Most dealers, while heartily endors- 
ing the need for margin regulation of 
public buying of governments, felt 
that if the Fed and Treasury required 
full disclosure of dealer positions, the 
market would be impaired. 

As one dealer put it, “This is one 
of the most competitive markets in the 
world. The dealers are constantly snip- 
ing at each other. If we were required 
to disclose our positions, the market 
would lose a great deal of what strength 
and flexibility it has left. Dealers just 
wouldn’t be willing to take big posi- 
tions anymore.” END 


BUSINESS WEEK e Aug. 1, 1959 








at 
er 


OV- 
se 
nly 


‘ed 
hv 
ng 
he 
dy 
nd 


aff 


yns 
ed 
ite 
be 
ni- 
cu- 
‘all 
by 
secs 
nd 


nat 
nts 
in- 
le. 
ch- 
in- 
ich 
cal 


nd 

to 
led 
dy. 
IT'S- 

of 
elt 
ed 
he 


ne 
he 
ip- 
ed 
ket 
sth 
ust 


59 








In the Markets 


Government Bond Market Is Bullish 


After Treasury’s Refunding Success 


The mood in the government bond market this week 
was clearly bullish, mainly because of the success of the 
Treasury's $14-billion refunding last week. ‘The Treasury 
was both pleased and surprised at the astonishing low rate 
of attrition on its offering—only 4% of the $5.8-billion 
maturing securities held by the public were turned in for 
cash. Moreover, investors who took up $4-billion of the 
new 124-month 43% notes and $1.5-billion of the 43% 
notes that mature in 4} years found the issues quickly 
going to a premium. 

The Federal Reserve, which held $8:1-billion of the 
maturing bonds, exchanged them for $5.5-billion of the 
shorter note and $2.6-billion of the longer note. ‘This 
helps the Treasury considerably, because it means that 
the big block held by the Fed will not come due on the 
same date. It also indicated that the Fed had paid some 
attention to Congressional criticism of its rigidity in 
sticking only to short-term securities. 

Many dealers think that the bullish phase will last 
for some time. ‘There has been a relaxation in the pres- 
sure on the money market because of the steel strike. 
l'his relaxation is bound to be gradual, but the market, 
as usual, is in an anticipatory mood, and has made money 
easier than actual conditions warrant. ‘The Fed itself 
is now playing a neutral role rather than continuing to 
press its policy of aggressive credit restraint. But once 
the strike is over, the money managers are likely to re- 
sume the tight policy that they have been following. 

This means that the present ebullience may not be as 
permanent as some observers hope. Short-term rates 
may well rise again past the peaks hit just before the 
steel strike. 


S & P Offers Computer Service 
For Pricing Municipal Bonds 


Standard & Poor's Corp. this week announced a 
new electronic computer system for pricing tax-exempt 
municipal bonds. ‘The service—available to all institu- 
tional investors—primarily is designed to aid commercial 
banks in compiling valuations of the municipal holdings 
in their trust accounts as required by law. 

Until now, evaluating municipals has been a time-con- 
suming and costly operation. This is because only a 
small portion of the 100,000-odd issues of tax-exempt 
bonds now outstanding are actively traded. In the 
absence of a market, traders have trouble estimating 
what the inactive bonds would sell at if there were a 
market for them. 

S&P claims that its IBM computers will take the 
guesswork out of bond pricing. Moreover, it can do the 
job in a fraction of the time previously required. U.S. 
Trust Co., the nation’s largest administrator of personal 
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trust accounts and one of the four banks already signed 
with S&P, now needs about a month for its yearend port- 
folio valuation; with the new setup, the job can be done in 
about eight hours. The service isn’t cheap—present plans 
call for a charge of 25¢ per quote. For U. S. ‘Trust, this 
will mean an annual expenditure of over $10,000. But the 
bank thinks the time saved will more than offset the costs. 


Midsummer Stock Rally Carries 


Industrials to New Peak 


The stock market’s traditional midsummer rally was in 
high gear this week. Spurred by reports of record quai 
terly earnings, investors bought in large volume and sent 
the Dow- lones Industrial average above 673—a new rec 
ord, and over 10% above the level prevailing this spring. 

Oil stocks, which have been poor performers over the 
past few months, caught investor fancy. While their earn 
ings were not nearly so bright as many other industrial 
groups, analysts explained that some of them managed to 
improve their profit performance. They add, moreover, 
that the oils have been oversold. 

While investors have discounted higher earnings, 
there’s been a play in those stocks that have done much 
better than expected. Sperry-Rand, for example, was in 
demand as a result of doubling its quarterly earnings 
‘There's also a big demand for stocks that are rumored to 
be split candidates or in line for dividend increases. 

Brokers report that investors and traders are still as 
stock-conscious as ever. They also sav that there is mone, 
available to go into equities. Thus, the outlook is still 
bright for the market, and though some skeptics fear a 
sharp sell-off, the chances of a real slide seem remote sim- 
ply because so many are waiting on the sidelines for a 
chance to pick up bargains. 


The Market Briefs 


Mutual fund shareholder accounts crossed the 4-mi! 
lion mark at the end of the second quarter, and the num 
ber of accumulation plans—the buving of fund shares 
monthly or quarterly—went up over |-million, the Na 
tional Assn. of Investment Companies reported this week 
Total net assets of 151 mutual funds reached a record 
$15-billion on June 30, up $1.7-billion in six months, 
mainly because of the rise in stock prices. Investors’ pur 
chases of fund shares fell from $600-million in the first 
quarter to $554-million in the second quarter, and cash- 
ins rose sharply from $198-million to $229-million. 


New Jersey, the only state with variable annuity legis- 
lation, this week proposed stiff regulations governing vari- 
able sales. State Banking & Insurance Commissioner 
Charles R. Howell says that he wants to require prospec 
tive variable purchasers to fill out detailed financial state- 
ments to prevent individuals from investing too heavily 
in variables in proportion to their fixed sources of retire 
ment income. Prudential Insurance Co. says it agrees 
with the principle behind Howell’s proposal—it plans to 
sell fixed and variable annuities in a 50-50-package—and 
will go along. 
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FIDEL CASTRO, who promises Cubans a new 
economy and society, addresses Havana rally as .. . 


PEASANTS wave machetes to demonstrate loyalty to 
their leader and his ambitious agrarian reform program. 


Castro: Political Firewor 


January, after a slow, tri- 
umphal tour of villages and towns, 
rebel leader Fidel Castro entered 
Havana to take power as leader of a 
‘new Cuba.” His overthrow of dic- 
tator Fulgencio Batista set in motion a 
series of economic and social reforms— 
some well-planned, others based on the 
appeal of a demagogue—that have con- 
founded U.S. businessmen. 

This week Castro, still plaving the 
fanatic as much as ever, staged a free 
for-all demonstration before 500,000 
machete-toting peasants in the capital 
city (pictures) to win fresh support for 
his government. 
¢ Questionable Methods—The confu- 
sion Castro seems to have created, in- 


In early 
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side Cuba and in the minds of most 
U.S. observers, stems less from his re- 
form goals than from his methods in 
trving to fulfill them. On the surface, 
he would appear to have many of the 
trappings of a dictator. He used the 
firing squad to clean out former Batista 
followers. He attacked the U.S. for 
“intervention” shortly after wooing 
Americans during his visit here. He 
suddenly rammed through an agrarian 
reform program affecting some $300- 
million worth of U.S. sugar invest- 
ments. Finally, he exploited his power 
on a lengthy TV appearance to force 
the resignation of his team partner, 
Pres. Urrutia. 


Castro’s methods clearly are not 


those used by other democratic-minded 
leaders throughout Latin America. Pres. 
Betancourt in Venezuela has followed 
a policy of listening to all political 
parties since the overthrow of dic 
tator Perez Jimenez. Argentina’s Pres. 
Frondizi has taken a soft line—too soft, 
in the opinion of many Argentines—in 
shoring up the post-Peron economy. 

¢ Clear Goals—Yet through the fog 
of Castro’s contradictory statements, 
U.S. observers see several clear goals: 

e Agrarian reform to give Cuba's 
poverty-stricken “guajiros” (peasants) a 
better living standard. 

e Diversification of the 
country’s sugar-based economy, 
emphasis on new industry. 


island 
with 
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ut Clear Economic Goals 


e Continuation of the revolution 
ry spirit to insure that the govern- 
uent’s attempt to restructure the 
conomy does not bog down. 

Viewed against Cuban history, none 
if these goals would seem radical. 
\grarian reform has been on the books 
even before Cuba won independence. 
I'fforts to expand industry also are an 
old story. And the need to maintain 
momentum in making reforms is hardly 
unusual—considering the many times 
Cuban leaders have tried, and failed, 
to change Cuba’s governmental corrup- 
tion and semi-feudal economy. 

* Too Much, Too Fast?—Castro’s 
trouble—say many observers—is that he 
is trying to do too much too fast. That 
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is helping create confusion. Confusion, 
in turn, has opened the door to increas- 
ing Communist activity. 

Even so—say Washington officials— 
Castro is no Communist. Nor are 
there full-fledged Communists in any 
important government What 
Castro's policy adds up to is a violent 
Latin American nationalism. 
The full force of nationalism, fed by 
Castro’s frequently emotional speeces, 
is what has kept U.S.-Cuban relations 
on edge for the past seven months. 

Still, Castro now appears to be taking 
a more sober view of Cuba’s acute eco- 
nomic problems. He has handed to a 
bright, hard-working group of econo- 
mists and lawyers the difficult job of 


posts 


Case of 


unraveling the economic mess inherit 
from Batista’s six-year rule. If Cast 
keeps hands off, this group would sta 
a fair chance of making headway. 


1. Recovery Program 


Top economist advising Castro 
47-vear-old Felipe Pazos y Roque, p1 
dent of the Banco Nacional. His bach 
ground is impressive—former comm 
cial attache in the Cuban Embass' 
Washington, economist for the Int 
national Monetary Fund, first presid 
of the Banco Nacional in 194‘ 
Pres. Prio Socarras). 
¢ Hopeful Outlook—Here’s the som 


what optimistic picture Pazos paint 


unde 
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INDUSTRY PLANNING is job of Justo 
Carrillo Heraandez (right) of BANFAIC. 


Under Batista, Cuba’s net gold and 
dollar reserves tumbled to a_ postwar 
low of $75.4-million. Reserves are now 
over $120-million—even with $53-mil- 
lion spent to help liquidate a total of 
$260-million in foreign debts. At the 
same time, imports during the first 
quarter of this year amounted to only 
$373-million, compared to around 
$500-million for the same period last 
year. While helping to bring a trade 
balance, the drop in imports has contrib- 
uted to the industrial slowdown. 

Key man for tax reforms is Finance 
Minister Rufo Lopez Fresquet y Ruiz. 
Initially, he rankled local U.S. busi- 
nessmen by issuing a statement criticiz- 
ing their abilities. He also drew fire by 
trying to slap a tax on the society pages 
of Cuban newspapers. Yet businessmen 
seem to admire the way he has stream- 
lined the tax law, reducing 150 different 
taxes to only 20. The reform boosts 
taxes on high-priced cars and sugar 
mills. But it gives big benefits to new 
industry located outside already indus- 
trialized Havana Province. 
¢ Industrial Plans—On the industrial 
side, the top boss is Justo Carrillo Her- 
nandez—president of the Banco de 
Fomento Agricola y Industrial de Cuba 
(BANFAIC). This industrial develop- 
ment organization is Cuba’s counterpart 
to the Nacional Financiera in Mexico 
and the Banco Nacional de Desenvol- 
vimento in Brazil. 

“Selling faith to Cuban and Ameri- 
can businessmen in what seems to be 
bedlam is a very hard thing to do,” says 
one of Carrillo’s assistants. Yet BAN- 
FAIC has not been completely slowed 
in its efforts by what foreign business- 
men call “Castrionics’—Castro’s politi- 
cal pyrotechnics. It has convinced some 
18 foreign and local companies to build 
new plants or expand existing ones. 

One project with steam behind it is 
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TAX REFORM initiated by Lopez Fres- 


quet aims at encouraging new enterprises. 


Cia. Antillana de Acero, S. A., a new 
steel mill owned 79% by Cuban inter- 
ests and 21% by Americans. It has 
cost $18.5-million to date and just 
poured its first steel ingots. Another 
$1.5-million is slated to be spent this 
year—with an additional $16-million 
earmarked for a possible program to 
develop Cuban iron ore. 

¢ Foreign Investment—As signs of some 
confidence in the economy, BANFAIC 
also points to other expansion plans— 
some blueprinted before Batista’s fall. 
These include $3-million from Interna- 
tional General Electric and $1.8-million 
from Phelps-Dodge for new plant, plus 
possible investments by Goodrich and 
other companies. American & Foreign 
Power Co. Inc., old-timer in Cuba, is 
allotting $21-million for expansion this 
year (though the amount is only half 
what it spent in 1958). 

BANFAIC, however, has made only 
small gains in helping overcome Cuba’s 
obvious economic distress. There are 
some 650,000 unemployed. Many of 
these are traditionally idle during the 
“dead season” after the sugar crop has 
been cut and sent to mills. But unem- 
ployment now is bigger than usual. 
¢ Construction Layofts—W orst off is 
the construction industry, with between 
50,000 and 80,000 out of work. Part of 
the trouble stems from Batista’s special 
deals with some 200 construction com- 
panies. On _ taking power, Castro 
eliminated most of these arrangements 
at one swoop. But he also aggravated 
the situation by slashing rents and 
tampering with real estate laws to an 
extent where hardly anyone now wants 
to invest in private home construction. 

A month ago, Castro evidently 
realized the woes of the construction 
industry. He announced a $135-million 
public works program (a favorite device 
of Batista to help keep the economy 
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CHIEF ECONOMIST in Cuba’s new gov- 


ernment is Felipe Pazos of Banco Nacional. 


running), with $75-million of it to be 
financed by funds and properties “re- 
covered” from Batista followers. 


ll. The Obstacles 


What could overshadow any efforts 

at economic recovery is the threat of 
Communist troubles—and Castro’s own 
volatility as a political leader. 
e Thrust at Unions—The Communists, 
who jumped on the Castro bandwagon 
in mid-1958 after recognizing his 
gathering strength, made a quick thrust 
to take control of most Cuban labor 
unions last January and February. But 
the 500,000-member union of sugar 
workers, headed by Conrado Bequcr, 
slowed the Communist maneuver. 

The battle within the unions is still 
running hot. Most unions in the all- 
embracing Confederacion de Trabaja- 
dores de Cuba (CTC) have non-Com- 
munist boards of directors, including the 
sugar workers on whom Castro is | ae 
ing for support of his Agrarian Reform 
Law. One of the metallurgic unions, for 
example, is working feverishly to rally 
steelworkers to beat a Communist slate 
in an upcoming election. 
¢ Newspaper Campaign—The Com- 
munists are pushing in other ways. The 
Red newspaper Hoy (circulation: 6,000) 
is backing Castro at every step. In 
general, the Communists also are en- 
couraging an anti-U.S. editorial line in 
other newspapers. Recently, the Com- 
munist Chinese opened a small news 
agency. 

Beyond this, the badly organized 
army—the “‘barbudos” (bearded ones)— 
is an easy target for troublemakers. Still 
highly influential in army operations 
are Raul Castro, Fidel’s brother whom 
some consider the nearest thing to a 
card-carrying Communist, and Com- 
munist-sympathizer Ernesto Guevara, 
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Freight Moves Faster 


on the 


Norfolk and Western 


COLUMBUS ... thanks to new advances 
in communications. 









HAGERSTOWN 


BRISTOL (J 


WINSTON-SALEM DURHAM 


e A big step forward in routing, tracing and sharply 
expediting shipments. . . that’s the new N&W private 
telephone system. 


e Phone network permits direct dialing between all 
major points on the line. . . is the most complete long 
distance dialing system of any railroad in the nation. 


e System takes its place with such other N&W advances 
in communications as Centralized Traffic Control 
(traffic controlled from master switchboards) .. . walkie- 
talkie operators in the yards to facilitate switching. . . 
radio-telephones in locomotives and yards. 


e Result: time is saved in yards, car utilization is 
increased, plants can safely make greater use of N&W 
cars as ‘‘warehouses on wheels,” cdarload shipments 
may be quickly diverted to meet any special 
requirements. 


This is modern railroad communications. This is a part 
of today’s Norfolk and Western .. . on the go! 


Learn more about N&W’s constantly im- 
proved service. Get in touch with our freight 
traffic Sales and Service men in 39 key cities of 


Pls 


RAILWAY 


PRECISION TRANSPORTATION 

















The Big Pay-off... 





Return on Investment 


Whether it’s earthmoving machinery or metal 
working equipment, productive capacity determines 
the rate of return on the machine investment. Take 
the Model TS-24 Twin-Power Euclid Scraper, for ex- 
ample. To be sure, it costs more than other earthmovers 
of big payload capacity. You might think it would be 
profitable to use the ‘“Twin” only on the largest mine, 
industrial or construction projects because of its big 
24 cu. yd. struck capacity. 


Actual job records—from all over the world and all 
types of work—-prove that the Euclid TS-24 gives the 
best return on investment on small jobs to the biggest 
projects. That’s because it moves more pay yards per 
shift... has the best productive capacity under all job 
conditions . . . and makes more profit per trip. 


If heavy earthmoving equipment is used in your 
operations, the Euclid dealer in your area may be able 
to show you how to cut your hauling costs. Every 
model in Euclid’s complete line of rear-dump and 
bottom-dump haulers, scrapers and crawler tractors 
is designed to provide owners with the best return 
on investment. 


EUCLID 


DIVISION OF GENERAL MOTORS 
Cleveland 17, Ohio 





:..@ complete line of equipment for heavy earthmoving, mining, logging and many industrial operations... 
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who fought alongside Castro in the 
Sierra Maestra. 

¢ Expropriation Dispute—While trying 
to deal delicately with Castro, the U.S. 
State Dept. is taking a tough line on 
getting compensation for expropriated 
U.S. sugar cane fields. The Castro 
government says it will use 20-year peso 
bonds to repay some 36 U.S. com- 
panies (representing 37% of Cuban 
sugar production). This week Asst. 
Secy. of State Roy R. Rubottom 
bluntly indicated that the bonds 
“hardly” qualify as prompt payment. 

The brightest hope in resolving this 
dispute is the fact that the Castro 
government does not plan to take over 
lands for at least a vear. This will 
give a breathing spell for negotiations. 
(Meanwhile, the Cuban government 
has put “interventors’” in charge of 
properties of King Ranch, Lykes Bros., 
and International Telephone & Tele- 
graph’s subsidiary, but this does not 
amount to expropriation.) 

Washington officials believe that #f 
Castro rushes his agrarian reform in 
hit-or-miss fashion, Cuba will see a 
sharp drop next year in its sugar crop 
—and export earnings from sugar sales. 
What may happen is that Castro will 
use the squabble over the peso bonds 
to win an economic-assistance package 
from Washington. Washington officials 
savy they might regard such a move 
favorably—if Castro gives in return some 
clear guarantees on the precise nature 
of his economic reforms. 
¢ Encouraging Signs—On balance, 
Havana observers note these favorable 
points in the new government 

e It is honest, with no more 
Batista-tvpe bribes and deals. 

e It has competent men in most 
kev posts 

e It is beginning to implement 
various programs announced off-the-cuff 
by Castro, such as a full-scale campaign 
to attract tourists. 

e It is maintaining a reasonable 
amount of labor peace, with workers 
finally returning to jobs after the earlier 
flurry of revolutionary excitement. 
¢ Enigmatic Leadership—Still, Castro 
himself is the main question mark for 
the future. One typical U.S. business- 
man, who is taking a wait-and-see atti- 
tude, describes him this way: 

“Castro is different from every other 
democratic-minded leader in Latin 
America. In other revolutions, they 
changed the palace guard. It was a shift 
in the upper echelons—among the rich 
and military classes. Not so in Cuba. 
Castro wants top-to-bottom changes fast 
—maybe too fast. The real worry is 
that if he finds it too tough to make his 
ideas come true, then he might kick 
over the bucket, and really go crazy. 
Che only way to judge him now is not 
by what he says, but by what he 
does.”” END 
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Adding 270 lbs. of carton-strength 
with J-M Dutch Brand Strapping Tape 


Dutch Brand Strapping Tape multiplies 
many times the weight a package can carry 
... keeps goods safe during shipment. Tough 
vinyl backing and strong glass strands give 
this strapping tape a tensile strength of 270 
pounds per inch of width. 

One man can apply Dutch Brand Strap- 
ping Tape with a simple hand dispenser. The 
pressure - sensitive adhesive holds quickly, 
even on irregular surfaces... permits using 
short strips instead of wrap-around lengths. 
Dutch Brand Strapping Tape comes from the 


JOHNS-MANVILLE DUTCH BRAND DIVISION 
7800 S. Woodlawn Avenue, Chicago 19, lilinois 


JMI Jouns-MANVILLE 


PRODUCTS 


roll cleanly, without splits. Resists abrasion, 
Not affected by rot, water, oil, or grease. Can 
be imprinted if you wish. 


Investigate Dutch Brand Strapping Tape. 
See how it saves time on the line—saves work 
in packaging, palletizing, and 
bundling — saves money. See 
why it makes an ideal “tear- 
strip.” Write today for new 
“idea book” giving dozens of 
profitable uses. 
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Reform Bill Prospects 


@ Each party fears it will get the blame if there is no 
legislation. This pressure is breaking up the log jam. 


@ The latest proposal puts some curbs on union 
racketeering and provides some remedies. 


@ But a heavy union lobby succeeded in watering 
down some of the harshest provisions. 


The tide in shifted this 
week toward passage of labor reform 
legislation before adjournment. 

Behind the hot maneuvering is a 
feeling among many congressmen that 
they dare not go home to face the 
voters this vear without a reform bill. 

Kev man behind the scenes last week 
was House GOP Leader Charles A. 
Halleck (Ind.). Halleck fears that Re- 
publicans would be stuck with the 
blame if no reform bill is passed this 
vear. He put pressure on several Re- 
publican members of the House Labor 
Committee to switch their votes to give 
1 bill the bare majority it needed. 

Speaker Sam Rayburn, afraid of the 
same reaction from voters, is cracking 
the whip over fellow Democrats to put 
a bill through 
¢ The House Bill—This kind of pres- 
sure broke the log jam in the faction 
ridden House Labor Committee. The 
committee reported out a highly con- 
troversial measure, one considerably 
milder on labor abuses than the Sen- 
ate’s Kennedy-Ervin bill. 

Ihe House bill provides a charter of 
rights for rank-and-file unionists, finan- 
cial reporting provisions, and election 
safeguards. It also would make several 
changes in the disputed areas of picket- 
ing and secondary bovcotts. 

But heavy union pressure on com- 
mittee members succeeded. A House 
version of the Senate bill was watered 
down in two key respects: 

¢ Enforcement provisions were 
eased throughout. Criminal penalties 
for violating the rights of union mem- 
bers were junked. The committee sub- 
stituted instead a much milder provi- 
sion allowing union members to seek 
court injunctions to prevent a con- 
tinuance of abuses. 

e The powers of the Secretary of 
Labor to police union affairs and in- 
vestigate abuses also were cut down 
sharply. 
¢ Nobody Is Happy—The measure as 
reported satisfies practically no one. 
Sen. Barry Goldwater (R-Anz.) charged 
it was a “sellout” to the forces of 
Teamsters Pres. James R. Hoffa. Rep. 


Congress 
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James Roosevelt (D-Calif.) contended 
it was an “anti-legitimate union” bill, 
full of ‘‘mistakes, inaccuracies, and 
wholly indefensible provisions.” 

Nonetheless, the committce’s action 
in reporting out a bill brightens the 
prospect for some sort of labor reform 
measure this vear. Before there is one, 
vou can expect on the floor of the 
House a wide open, no holds barred, 
politically charged free-for-all—with no 
one really knowing for sure what the 
outcome may be. ‘The measure is ex- 
pected to be cleared by the House 
Rules Committee within a week or so 
under an open rule that will allow 
amendments to be added later on the 
floor. 


Both sides are lining up all the 
power they can for the floor fight. 


¢ How the Bill Got Out—For several 
months it was touch-and-go as_ to 
whether the deeply split House would 
be able to pass a bill this vear. As it 
was, only five of 30 members of the 
labor committee actually supported the 
bill voted out. 

A coalition of conservative and pro- 
labor members joined in approving the 
bill-with the former hoping — to 
strengthen it, the latter to weaken the 
bill on the floor. 

Actually, not one but three bills are 
headed for the House floor. Aside from 
the committee measure, the AFL-CIO 
is pushing a bill that would retain some 
of the principles of reform but render 
it practically meaningless in terms of 
enforcement. 

The other measure, fashioned by a 

coalition of Southerners and Repub- 
licans, would add considerably more 
bite to the committée bill. 
e Pitfalls Ahead—There are two serious 
pitfalls that still must be cleared before 
any labor reform legislation becomes a 
reality. If the House passes a really 
tough measure, there is a good chance 
no bill could ever be agreed to in con- 
ference with the Senate. 

Republicans for their part are raising 
the specter of a Presidential veto if too 
weak a bill is passed. 

As a result, Congressional experts 


Brighten 


figure the mild committee measure may 
emerge from the fight in substantially 
its present condition. 

¢ What the Bill Does—Despite some 
glaring weaknesses in this bill, it does 
place a number of curbs on union 
racketeering and institutes for the first 
time certain corrective remedies. Here 
are its key provisions: 

Essentially the same rights of union 
members are spelled out as in the Ken- 
nedy-Ervin bill. ‘Uhese include freedom 
of speech and assembly, secret ballots, 
prohibition of an increase in dues and 
fees without majority vote, and the spe- 
cific right to seek a court injunction to 
halt any violation of nghts. 

Ihe AFL-CIO would strip this 
section from the bill. Those favoring 
stronger legislation would tighten up 
this section and make it a criminal vio 
lation to subvert union rights. 

The other area that will generate the 
most heat deals with amendments to 
Taft-Hartley Act hot cargo, secondary 
boycott, and picketing provisions. Both 
the Senate and House bills would make 
it a criminal act to engage in extortion 
picketing. Both bills also would bar 
organizational and recognition picket- 
ing of a company by an outside union 
during the life of a contract with an- 
other bona fide union, and where a 
union has lost an election would pro 
hibit such picketing for a period of nine 
months in the House bill, 12 months in 
the Senate version. 

The House committee watered down 
the Senate’s provisions dealing with 
“hot cargo” contracts. ‘The Senate bill 
would bar any agreements between 
management and labor giving employees 
the right not to handle struck goods 
The House measure would restrict this 
to goods already in an employer's 
plant, and would deny management the 
right to fire an employee for refusing 
to cross the picket line of a struck com- 
pany. 

Those favoring tougher restrictions 
want to extend the restrictions to all 
employers. In addition, they are push- 
ing for a number of tighter curbs 
recommended by Pres. Eisenhower. 

Both bills provide for detailed finan- 
cial reporting by unions and their ofh- 
cers and for making the information 
public. But the House cut down the 
sweeping powers of the Secretary of 
Labor to conduct investigations. He 
would have to show “probable cause” 
for wanting to conduct an investigation 
—a provision that the Labor Dept. 
argues could hamstring it. 

Employers also would be required to 
report any payments made to employees 
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or labor relations consultants to inter- 
fere with or coerce employce rights—a 


reporting provision which 
Pres. George Meany 
“merest sham.’ 

The House bill provides for regular 
election of all union officers by secret 
ballot. Members could seek a court 
order to set aside a disputed election 
and institute a new one. 


AFL-CIO 


labels as the 


Lone Company Stands 


Other important provisions curb 
union hiring of “goons” by making it 
illegal to hire felons for five years after 
convictions; make it illegal for union 
officers to be Communists | but scrap the 
provision requiring annual filing of non- 
Communist affidavits; and allow eco- 
nomic strikers to vote in organizational 
elections. 

According to its critics, one of the 


Erie Resistor Corp., determined to halt rising labor 
costs and remove contractual restrictions, stands firm against 


IUE 85-day strike, wins contract on its original terms. 


Nationally, most steel mills are shut 
down in what the United Steelworkers 
calls a “titanic” fight over contract 
terms. Meanwhile, emplover resistance 
to cost- inflating demands by unions is 
building up in other industries (page 


i ie) 


Public attention centers on the big 
contract fights, involving industries vital 
to the economy. But today’s labor 
troubles reach down into single com- 
pany negotiations. 
¢ Same Issues—More and more, man- 
agement resistance to “unrealistic’’ de- 
mands-is showing up there. 

The tactics may be different—often 
more direct—but the reasons are much 
the same: a determination to stop or at 
least slow down rising labor costs and 
to win relief from contractual restric 
tions that prevent emplovers from pro- 
ducing goods as competitively and 
profitably as facilities would permit. 
¢ Erie victory—Recentlv, the Erie Re- 
sistor Corp., in Erie, Pa., claimed an 
important victory on these issues “vital 
to the future of our company and to 
our service to our markets.” In winning, 
it weathered “‘trving times’ —months of 
conflict with the International Union 
of Electrical Workers, including an 85- 
dav strike. After the walkout was called 
off, the union accepted a contract on 
terms offered by Erie at the start of 
bargaining. In it, IUE: 

e Agreed that wages would not be 
increased in 1959. 

¢ Accepted modified job selection 
and seniority rules, to eliminate “musi- 
cal chairs” shifts of workers. Formerly, 
an employee laid off in one department 
could bump.a worker with less seniority 
from a job elsewhere in the plant; in 
turn, the displaced worker could claim 
some other job, and so on down the 
line. 

e Agreed to let quality control in- 
spectors retain seniority rights while 
outside the TUE bargaining unit. 

e And agreed to Erie subcontract- 
ing some work. 
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At the outset of negotiations, Erie 
told its IUE local that it had to have 
these concessions “due to competitive 
conditions . . . which place us at a dis- 
tinct disadvantage” in the electronic 
components field. It refused to budge 
from its position during early bargain- 
ing or after a strike began Mar. 31. 

In the final settlement, the union 
also agreed to surrender a union shop 
clause written into the Erie contract 
after a strike in 1951. IUEF accepted, 
reluctantly, the substitution of a main- 
tenance of membership clause. 
¢ Wide Interest—The strong—and effec- 
tive—stand by Erie has attracted wide- 
spread interest in industrial Penn- 
svlvania. It is having a considerable 
influence on other negotiations. 

Ihe story of Erie’s “trving times” 
may not be typical—vet—but it un- 
doubtedly will be studied closely. 
¢ Union Weakness—In part, Erie’s 
success can be traced to its tactics; in 
part it must be laid to union weakness. 

IUE won representation rights at 
four Ene plants in 1951. It hasn't had 
the full support of the Erie group, nor 
has it ever been able to extend its 
membership to nonproduction workers. 

When the strike began in March, 
IUE’s 450 production workers walked 
cut, but some 400 members of the Erie 
clerical and supervisory staffs staved on 
the job. Many of the white-collar 
people volunteered for factory jobs. 
With the help of supervisors, Erie was 
able to maintain limited production. 

Four other Erie plants in Ohio, 
Mississippi, and Pennsylvania are non- 
union. Erie hiked output in these. 
¢ Erie’s Strategy—On Mar. 31, the 
company agreed to increase pension 
benefits and to raise the starting wage 
for women from a minimum $1.15 an 
hour to $1.25. It froze into wages the 
cost-of-living adjustments made under 
the previous contract, and agreed to 
continue c-of-] adjustments. It publi- 
cized these concessions. 

When the strike started at the end 


most glaring weaknesses of the Housc 
bill is that it exempts 70% of all labor 
locals from mandatory financial report- 
ing to the Secretary of Labor—smallet 
unions among which critics contend, 
corruption and “Johnny Dio type” 
locals are most prevalent. However, 
the Secretary of Labor may require re- 
porting from smaller unions if he sus 
pects mismanagement. 


Off Union 


of March, the company made clear im 
mediately that it intended to continu 
operating. On the second day of the 
walkout, it went to court for an injunc- 
tion to limit picketing. 

lor more than a month, the company 
eperated with nonstrikers. Then, in a 
letter to emplovees on May 3, it an 
nounced that it intended to start hiring 
replacements in four days. 

Letters informed TUE. strikers 

The law provides that the com 
pany may fill the job of a striker with 
a permanent replacement. You 
will have your right to your job onl 
until vou are replk iced. 

When emplovees raised questions of 
their rights if they returned: 

‘ Neither now nor at any time 
in the future can the union cause you 
to lose vour job because of your return 
ing to work at this time. The company 
guarantees that vou will not be dis- 
charged. 

Replacement emplovees or returned 
strikers would be given sufficient senior 
ity to protect them against layoffs when 
the strike ended, Ene said. 
¢ Approaching the End—In early June, 
with employees straggling back, Erie 
advised strikers that “‘all issues which 

caused the strike” had been settled 
‘on basically the same terms that the 
company had offered prior to Mar. 31.’ 
But, it said, “issues caused by the union 
officers’ conduct of the strike remain to 
be settled.” 

The company said, significantly 

; The union has abused the priv- 
ileges of a union shop by using it as 
a threat. . . . It has threatened to fine, 
suspend, or expel anv member who ex- 
ercises his or her own free choice to 
come to work. It has suggested that 
under the union shop anyone so ex- 
pelled will be discharged. . % 

The company said it would have to 
insist that a new contract must deny 
the union “the weapon of a union 
shop.” 

By June 25, the company had hired 
29 emplovees—a large number of them 
returned strikers. On the 25th, the 
strike collapsed suddenly and dramati- 
cally. The union notified the company 
that its members would return to work 
without a contract. END 
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In Labor 


Teamsters Watchdogs Prepare a Suit 


Aimed at Ouster of Hoffa as President 


Godfrey P. Schmidt, who recently resigned as one of 
three court-appointed monitors of the ‘Teamsters, pre- 
dicted in Los Angeles last week that James R. Hoffa, the 
truckers’ president, and his clique will be ousted or sus- 
pended from office this fall. 

\ccording to Schmidt, the monitors are now preparing 
formal charges against Hoffa, alleging misuse of union 
funds and administrative power. 

Schmidt represented 13 union rank-and-file members 
in a suit to bar Hoffa from taking office. He announced 
that the group is still active and that, acting for them, he 
will file charges against six Hoffa licutenants. 

At the same time, Schmidt plans to ask U.S. District 
Court Judge F. Dickinson Letts to appoint a tribunal 
of three referees to hear charges against Hoffa and the 
other officials. Schmidt contends that this “unprece- 
dented procedure” of an independent tribunal is neces- 
sarv. A conviction would bar Hoffa as a candidate in 
future ‘l‘eamsters elections, he believes. 


Eight Textile Unionists Get Jail Terms 
On North Carolina Dynamite Plot Charges 


Boyd Payton, Carolina’s director of the ‘Textile Work- 
ers Union of America, and seven other unionists received 
jail sentences of two to 10 years last week after con- 
victions on charges of conspiring to blow up a power 
substation and facilities of the struck Harriet-Henderson 
Cotton Mills, in Henderson, N. C. 

For the third time in a week, a state or federal court 
in North Carolina meted out tough sentences with a 
warning that unions will not be allowed to “think and 
act like they are above the law” in the state. 

Payton and two aides received six to 10 year terms; 
five others got two to seven year sentences. All filed 
appeals against what the union called convictions “not 
supported by the weight of evidence.” 

The dynamitings allegedly plotted in the conspiracy 
did not occur, although there were others. However, 
a cache of stolen dynamite was found. Superior Court 
Judge Raymond Mallard cited that in warning: “Fear 
has run rampant in Henderson and Vance County the 
last few months. I don’t know who caused it, but it 
must end right here.” 

Early this week, TWUA criticized the action taken 
against Payton and the others as an attempt to discredit 
the union and end the Harriet-Henderson strike. TWUA 
accused the state of “a long pattern of activities” 
directed against labor—first the use of state police and 
National Guardsmen to protect Harriet-Henderson re- 
placement employees, then “attempts to create a con- 
spiracy case” against the unionists. 
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Two weeks ago, a defendant in a dynamiting case in 
Morganton, N. C., pleaded guilty and received a five 
year sentence. Four others are awaiting trial on con- 
spiracy charges arising out of a labor dispute at the 
Great Lakes Carbon Corp. (BW—Jul.11°59 plo 0). 

A few days later, a federal court judge in Asheville 
sentenced a Teamsters leader to 18 months in jail for 
contempt, levied heavy fines against him and the union 
(BW —Jul.25°59,p115) 


NLRB Upholds Harriet-Henderson 


This midweek, a National Labor Relations Board re- 
gional director in Winston-Salem, N. C., announced that 
an investigation by NLRB found no unfair labor prac- 
tices by the Harriet-Henderson management in negotia- 
tions leading up to the strike in Henderson. ‘The union 
Had charged the company with refusing to bargain in 
good faith. 


Million-Plus Workers Getting Raises 


Via Deferred Clause and Escalators 


Auto wages will go up 24%-—with the minimum 6¢ 
an hour—this weekend under a deferred-raise clause in 


long-term contracts negotiated by the United Auto 
Workers in 1958. A half-million covered by the pacts 
will get an average 7¢ an hour. 

Meanwhile, the mid-June jump in the government's 
monthly cost-of-living index to 124.5% of 1947-49 costs 
(BW —Jul.25°59,p115) meant raises of a penny or two 
for 600,000 other workers—most of them in electrical 
manufacturing, aircraft, or trucking industries. 

Although the United Steelworkers had already taken 
into account UAW’s 7¢ average raise, the stee] union’s 
reported minimum for a settlement, USW negotiators 
in New York noted the new upward movements in 
wages as additional reasons why the industry shouldn't 
expect to freeze pay, in view of its high profits. 


Craftsman Minority in UAW Grumbles 
At New Setup, But Accepts Arbitration 


United Auto Workers craftsmen conferred in Mil- 
waukee for two days last week without a serious floor fight 
over the UAW’s reorganization of their skilled trades 
councils (BW—Feb.28'59,p93). However, the craft group 
is unhappy over changes ordered in the way its special 
needs will be handled by UAW, which is predominantly 
a union of production workers. 

Special interests of the craftsmen were watched over 
before by three dozen councils. Walter Reuther said 
this system developed “rather haphazardly over the 
years,” and took steps to integrate the skilled trades 
workers into the regular bargaining machinery. 

Last week, the craftsmen dropped plans to protest the 
reorganization, on the conference floor, to avoid a split 
in public. They said they would ask UAW’s public 
review board to rule on the reorganization. 
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‘al In 1918, one man with 12 touring cars had an idea. He thought there were a number of 
‘1a “ 


—_ — 2 
people around who might at one time or another have a need to Rent a car. There were a 1 


number of them around, all right. And that number has grown. until today there are millions 


tly 








of them around the world. People at home and people traveling. People on business. People ERTZ y 
ver having fun. All kinds of people who have gotten into the habit of renting cars for all kinds 
aid of reasons. So, we don't call it a new “idea” any more. Not with nearly 25.000 new Chevrolets Rent a car 
the and other fine cars getting millions of people around each year, we don’t. Not with over 
des 1.700 Hertz offices, serving 1,075 cities around the world. we don’t. It's a “Habit” now. KS RM a Ke oe, 

The Hertz Habit. A habit that’s good to get wherever you are—or wherever in the world we Porectates 
the you go. A call to your local Hertz office or travel agent reserves a car for you anywhere! 
plit Hertz Rent A Car, Chicago 4, Illinois. GET THE HERTZ HABIT—IT’S GETTING AROUND dotinn 
lic 

Charge Hertz service with your Hertz Charge Card or through your Diners’ Club, American Express or Hilton Carte Blanche account. Hertz also honors air travel, rail and other accredited 
959 fir ] DC-8 Jet Ma -coast ! 
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Production of transparent 12-pointed stars is simplified for the 
Atmos Plastics Company, Providence 5, R.I., by the use of Kodapak 
Sheet—and by its drawing characteristics ! Crystal-clear 30-gauge 
Kodapak II is drawn to form five-sided star points which are clicked 
out, unwebbed, ready for assembly. Cemented together, these pro- 


vide a new way to sell flowers ...a distinctive decorative motif. 


Perhaps the deep drawing characteristics of Kodapak Sheet can 
help you to improve production of packaging specialties, advertis- 


ing displays, other items. For further information about the uses 
Kodapak Sheet and characteristics of Kodapak Sheet, call or write 


Cellulose Products Division 





MAKES EASTMAN KODAK COMPANY, Rochester, 4, N.Y. 
GOOD MERCHANDISE 
BETTER Sales Offices: New York, Chicago, Atlanta. Sales Representatives: Cleveland, Providence, 
wadomerk for Eostman’s Plawtic Sheet Philadelphia. Distributors: San Francisco, Los Angeles, Portland, Seattle (Wilson & Geo. 


Meyer & Co Toronto, Montreal (Paper Sales Ltd 














PERSONAL BUSINESS 


BUSINESS WEEK You’ve probably noticed the way outdoor home lighting is catching on. 


AUG. 1. 1959 It’s more than a fad, too. Not only is it decorative—it also adds hours 
oe to outdoor life and helps protect your property. 


The new weatherproof equipment is a far cry from the stark flood- 
light that guards a factory entrance. While it sets off your house and 
garden after dark, it can be unobtrusive in daylight—popular fixtures include 
a shielded “mushroom,” flowers, leaves, even birdhouses. 


“Lightscaping” is particularly effective when it directs attention to 





A BUSINESS WEEK favorite spots—a flower bed, statuary, a graceful tree, and with the 
built-in weatherproof feature, you can enjoy year-round nocturnal land- 
scapes. 

SERVICE ’ Outdoor lighting is good insurance, too. It makes steps and paths 


much safer at night—and it tends to discourage prowlers. 


If you’re sports-minded, outdoor lighting extends time for games or 
swimming. One idea: To light a shuffleboard court, use a pair of 12-ft. 
poles with swiveled sockets for flood lamps. This setup costs at least $65 
to $75 for an area about 50 ft. from a power outlet. For net games, such 
as tennis, there are new fluorescent luminaires with 1,500-milli-ampere 
lamps erected over the court—but the cost is high. To light a court ade- 
quately, at least two hood “bullets” for 150-watt PAR-38 lamps ($15 a pair) 
are needed. 


When it comes to installation, lighting consultants favor using many 
fixtures. So, you may want to experiment with portable units. The first 
step is to decide whether you want permanent or temporary equipment. 
A tip: Be sure to get and keep installation blueprints. 


A permanent system involves an underground cable with waterproof 
outlets above ground—a fairly simple task today because Neoprene-covered 
wire doesn’t have to be run through cables. Heavy-duty Neoprene-covered 
wire costs about $472 per 1,000 ft., and installation $40 or more per 50 ft. 
But terrain problems can run the costs sky-high. 





For temporary use, there’s special equipment for connections with 
house or garage circuits (about $25). 


In “regular” equipment, you have a wide choice. There are many 
sizes and kinds of bulbs available, with 150-watt PAR lamps rated high. 
Mercury vapor lamps—which give a blue-green-white light flattering to 
greens—are effective, but these need a transformer; a complete unit with 
a 1,000-watt clear lamp costs about $85. A sealed beam uplight with pro- 
tective lens runs about $25, and a floodlight with colored lens around $50, 


uninstalled. A weatherproof 150-watt PAR-38 colortone lamp with fixture 
costs about $8. 


What about color? Unless you have a sure feel for it, better leave it to 
an expert. Otherwise, trees and flowers may appear distorted. When 
experimenting, stick to pale tints used sparingly on white objects. 


For sizable areas, you'll probably need a lighting consultant. To find 
one, check utilities companies or the classified directory under “illuminat- 
ing consultants.” Or you may find an architect, electrical consulting engi- 
neer, or electrical contractor who can do the job. Whoever is advising you 
will probably give you a choice of lighting designs and prices. 


The cost for services and equipment can range anywhere from hun- 
dreds to thousands of dollars. Some consultants with utilities companies 9; 
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may not charge if the project is fairly simple. On the other hand, experi- 
enced lighting designers may handle a large layout as a package deal. If 
a top independent lighting consultant works with your landscape architect, 
his fee might be anywhere from $20 to $100 an hour. 


On a smaller scale, you can try different arrangements yourself. In 
any case, be sure the installation is done by an electrical contractor in 
compliance with the National Electrical Code. 


Installation extras can be fun. For example: a remote control board 
to illuminate any garden area by fingertip controls (for 20 circuits, about 
$250); or dimmer controls (manual, 4,000 watts, about $150). 


If you train your own pointing bird dogs, there’s a new Electronic 
Game Bird Releaser that you'll likely want to inspect—it flushes pigeons, 
quail, or pheasant by radio impulse. The dog handler carries a 4-0z. radio 
transmitter that will release a spring that throws the bird 10 ft. in the air 
to fly. The handler has complete control from as far away as 250 ft. 


If the dog rushes in to flush the bird before the handler can steady 
him to a point, a 3-oz. transmitter on the dog’s collar releases the bird. This 
soon teaches the dog that he can’t get the bird without pointing ($250). 


There’s also a battery-operated unit for simulated live shoots that 
is worked by a foot switch on a 25-ft. cord ($60). Private clubs might use 
a series of these units connected by underground cable. Write to Stuart 
Mfg. Co., Inc., Box 1382, Farwell, Mich. 


New England: If you’re considering a visit to Nantucket, Mass., former 
whaling capital of the world now celebrating its 300th anniversary— 
with everything from old-line family reunions to clambakes and jazz con- 
certs—it’s not too late to get top accommodations. On the island, 30 miles 
south of Cape Cod, are two leading hotels, The White Elephant and Harbor 
House, both near the harbor and distinguished by excellent cuisine. 


On Martha’s Vineyard, nearer the mainland, there are also some very 
good hotels, including The Harbor View, The Colonial Inn, and The Char- 
lotte Inn, all at Edgartown. There are several top places on the Cape, 
from which the islands are easily reached by plane or boat. Among them 
are Oyster Harbor in Osterville, and Wianno Club in Wianno, both private 
clubs with guest accommodations, and The Belmont, at West Harwich. 


Potpourri: Starting Aug. 26 Pan American will offer one-stop, polar- 
route jet service between the West Coast and London, using Boeing’s 
Intercontinental 707-321, which can carry up to 165 passengers . . . This 
week begins the final year in which veterans of World War II may apply 


for home, farm, or business loans . . . A new prescription drug, Ergomar 
(by Nordson Labs) is said to provide effective relief for migraine headache, 
without unfavorable side effects . . . An up-and-down “Select-A-Rest Bed 


Lounge” works something like a hospital bed, is intended for the executive’s 
office (Dura Corp., Detroit, $299 plus installation) . .. The 150-room Aruba 
Caribbean hotel (and casino) on Aruba, 50 miles west of Curacao, has just 
opened on one of the West Indies’ finest beaches—you get there by KLM 
flights, or by steamer. 
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U.S. STEEPGRADE, serving the world’s great airlines 


When any industry heavily favors one type of belting, it’s for 
a reason worth investigating. 

Next time you're at an airport chances are you'll be able 
to see U.S. SteepGrade Conveyor Belting in action. You'll 
see it carrying cargoes on steep inclines and declines—as 
steep as 45 degrees. It speeds up loading, reduces manual 
labor for today’s leading airlines. 

Notice the gripper cleats in SteepGrade. These cleats are 
not attached or cut in; they are molded—a true and integral 
part of the belt. That’s why they cannot be torn off by heavy 


Mechanical Goods Division 


boxes. SteepGrade is weather-resistant, will not stiffen in 
extremely low temperatures and is self-cleaning. 

And just as SteepGrade is necessary to airlines’ operation 
so also is it indispensable in many other industries. 

SteepGrade Belts—plus engineering assistance—are avail- 
able through your local “U.S.” Distributor. 

. * on 

When you think of rubber, think of your “U. S.“’ Distributor. 
He’s your best on-the-spot source of technical aid, quick 
delivery and quality industrial rubber products. 


WORLD'S LARGEST MANUFACTURER OF INDUSTRIAL RUBBER PRODUCTS 


Rockefeller Center, New York 20, N.Y. 


In Canada: Dominion Rubber Company, Ltd. 





WAGNER PROTECTED TRANSFORMERS 
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Willis Lipscomb, Consulting Electrical Engineer, and Joachim E. 
Liebmann, Harbor Engineer, examine emergency overload feature 
on a 75 Kva, 3 phase Wagner Protected Transformer. The other 
Wagner Transformers are each 50 Kva, single phase. 
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‘POWER for the Port of San Diego 


Keeping pace with the rapid industrial growth and in- 

creased shipping needs of the Southwest has meant a 

tremendous construction job for the Port of San Diego 
. now the third largest port on the West Coast. 


The largest, most modern of San Diego’s port facilities 
is the new 10th Avenue Terminal, capable of handling 9 
large ocean going vessels at one time. 


Facilities like this need plenty of dependable electric 
power. To distribute this power, the 10th Avenue Ter- 
minal has a 12,000 volt distribution system powered by 
Wagner Protected Subway Transformers. Each trans- 
former has a main secondary breaker to clear any over- 
load or fault. The primary side of the transformer has 
an internal weak link to protect the line. Each transformer 
vault has two service lines, a preferred and an alternate, 
connected to each transformer through a throw-over 
switch. The system is unique, safe, and economical. 
Wagner Protected Transformers make it possible to 
eliminate expensive submersible primary fuses. 

Consult your nearby Wagner Sales Engineer about 
modernizing your power distribution system. There are 
Wagner Branches in 32 principal cities. 

Consulting Electrical Engineer, W. L. Lipscomb, 


San Diego, Calif. Electrical Contractor, Standard Electric 
Contracting, Inc., Chula Vista, Calif. 


BRANCHES AND DISTRIBUTORS IN ALL PRINCIPAL CITIES 


Wagner Electric Corporation 


6460 PLYMOUTH AVE., ST.LOUIS 14,MO., U.S.A. 
WT59*1 
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In Finance 


Park Avenue Plans of Big Banks 
Hint Coming Exodus From Wall Street 


A wholesale exodus of major New York banks from 
traditional Wall Street haunts may be in the making. 

Three of the city’s biggest banks—Chase Manhattan, 
Bankers Trust, and the Hanover Bank—announced plans 
for major expansion of their facilities on Park Avenue, 
where an increasing number of corporations have taken 
root. ‘The Hanover, in fact, says that when its new 
uptown building is completed in 1961, it will locate most 
of its head office operations there. 

Chase, with about $130-million committed to con- 
struction of a big new head office in the Wall Street 
area, will stay downtown—but it plans to lease five floors 
on Park Ave. for a new “principal branch.” Bankers 
Trust, which plans to take a major portion of a new 26- 
floor, +00,000-square-ft. building, hasn’t decided yet how 
much of its operations it wants to move uptown. 

Last March, Chase Manhattan’s biggest competitor, 
the First National City Bank, announced a new “dual 
headquarters” at a new 41-story Park Ave. location, in 
addition to its present head office in the former U.S. cus- 


: tomhouse at 55 Wall St. (BW—Mar.28'59,p68). Some 


observers think that this was merely a counter-move to 
Chase's plans for remaining in Wall Street, but the bank 
insists it will have top officials available in both areas. 


Alleghany Swaps $19.95-Million Notes 
For Webb & Knapp’s Denver Project 


Robert R. Young’s last major investment looked ‘a lot 
safer this week. Alleghany Corp., keystone of the late 
financier’s empire (BW—Feb.14'59,p108), agreed to ex- 
change $19.95-million of unsecured 5% notes of Webb 
& Knapp, Inc.—which it bought at Young’s insistence— 
plus $50,000 in cash, for Webb & Knapp’s vast Court- 
house Square realty project in downtown Denver. 

Sale of the priority will take place early next year. 
The project, now 80% finished, includes a 1,000 room 
hotel, leased to Hilton Hotels Corp., a large underground 
garage, and some stores. According to Allan P. Kirby, 
chairman and president of Alleghany, “instead of being a 
general creditor with 15-year unsecured obligations in its 
portfolio, we are now owners of a fine real estate prop- 
erty.” 

As part of the new contract, Alleghany relinquishes 
warrants to buy 10-million shares of Webb & Knapp 
common at $2.50 per share. Under Young’s 1956 agree- 
ment with W&K, Alleghany agreed to buy $20-million 
worth of unsecured 5% W&K promissory notes; when 
all the notes were taken down, Alleghany was to receive 
warrants for the 10-million shares. As part of the new 
deal, however, Alleghany receives 15-year warrants for 
the purchase of 1-million shares at $2.50 (at midweek, 
W&kK stock was trading at about $1.87). 
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@ P. 86—Morgan’s Goal: No. 1 Banker to 
Business. 





The agreement also gives Alleghany the right to sell 
the property back to W&K at the end of 10 years and six 
months for $20-million in cash. 


FCC Orders $50-Million-a-Year Cut 
In AT&T’s Long-Distance Rates 


The Federal Communications Commission has ordered 
AT&T to cut rates on long-distance telephone calls—of 
more than 300 miles—by $50-million a year. Its move is 
apparently a reaction to Congressional sniping that the 
FCC has failed to heed its own staff's recommendations 
for a reduction. The staff had filed at least six memo 
randums pointing to the fact that AT&T’s rate of return 
on long-distance service was greater than 64%—which is 
considered a yardstick for telephone rates. 

This week, a company spokesman said that AT&T's 
rate of return was just a bit under 8% when the FCC 
order went through. The revised rates—which will go into 
effect about mid-September—will bring this figure down 
to roughly 7%. 

Frederick R. Kappel, president of AT&T, agreed that 
“earnings on our interstate long-distance business have 
improved in recent years,” but added that “they are 
lower than they should be and well below earnings of 
business generally.” And he said his company was being 
penalized for “good research and good management.” 

The last change in AT&T’s long-distance rates was 
in late 1953, when the company was permitted a hike 
that brought it an additional $65-million. 


. e & 
Finance Briefs 


The National Bureau of Casualty Underwriters—in an 
attempt to be more competitive with rates set by such 
independent companies as State Farm Mutual, Allstate, 
and Nationwide—says that it will expand to Nebraska 
the safe driver plan it is testing in California. This will 
mean reductions of up to 20% for drivers with good 
records—about the same as the savings offered by the 
independents. 


This week, Pres. Eisenhower signed the bill which 
will allow commercial banks to count vault cash as 
part of required reserves. This will boost earning ca- 
pacity of the nation’s banks, and will also permit the 
Federal Reserve to eliminate the requirement that big 
banks in New York and Chicago keep higher reserves 
than banks in other cities. 


Franz Pick, who has a reputation as a gloomy prophet 
of international currency changes this week went out on 
his longest limb yet. He predicted the continued drain on 
the U.S. gold stock will force Washington to slap an em- 
bargo on gold sales. This will be followed by the “most 
severe sort of exchange controls” or “neither the stock 
exchange nor the banks could stay open.” 
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Morgan's Goal: No. 1 
Banker to Business 


Men at the top of New York’s 
newly formed Morgan Guaranty 
(right) are defying a trend by ex- 
panding in wholesale banking. 


Every working day at precisely 9:45 
n., the men who run Morgan Guar- 
ntv Trust Co. hold a brisk but in- 
formal meeting (picture). Presiding is 
Henry C. Alexander (cover), chairman 
f the board and chief executive of the 
bank, who regularly informs his col- 
leagues about any new developments 
in foreign affairs, business conditions, 
the money market—then goes around 
the table seeking their views. Some- 
times the session is over in 20 minutes; 
sometimes it lasts much longer 

lhis morning meeting was a tradition 
it J. P. Morgan & Co., which Alexander 
headed from 1950 until Morgan merged 
with Guaranty Trust last Apr. 24. Since 
then, the meeting place has been 
shifted from 23 Wall St., Morgan’s 
headquarters, to Guaranty’s building at 
140 Broadway, the new main office of 
Morgan Guaranty. The attendance is 
somewhat larger than it was in pre 
merger days, but in all other respects 
it hews to its traditional form. 
¢ The Morgan Manner—The continu- 
ition of the morning meeting 1s an in- 
dication that the Morgan manner of do- 
ing things is not being abandoned. It 
ilso indicates that tradition has~a big 
role to play in the Morgan Guaranty 
merge! 

New York’s financial community is 
still trving to assess just how much the 
merger will change the banking scene. 
(he wave of bank mergers that pre- 
ceded it in New York created a few 
big banks that conduct a huge volume 
of small “retail” transactions through 
a great many branch outlets. Morgan, 
with one office, and Guaranty, with 
four, were pre-eminently wholesale 
banks, serving large corporate accounts. 
The joining of Morgan, under Alex- 
ander, and Guaranty, under Dale Sharp 
(who is president and chief operating 
ofhcer of the new bank), made clear 
that they were in wholesale banking to 
stav. 
¢ Principal Banker—In fact, Alexander 
is frankly out to make Morgan Guaranty 
the principal banker for corporate en- 
terprise. Every major company has ex- 
tensive banking relations but has just 
one bank as its financial adviser. Alexan- 
der wants Morgan Guaranty to be that 
one bank. He feels it has the monetary 
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resources and the manpower, not only 
in numbers but in brains, for the job 
as principal banker to American busi- 
ness. 

¢ Reversing a Trend—The notion of 
expanding as a wholesale bank is a new 
one. The trend has been all the other 
wav. Until now, New York’s wholesale 
banks have lagged behind the retailers 
and those that combine wholesaling 
and retailing, such as Chase Manhattan, 
Chemical Corn Exchange, and First 
National City. Guaranty, for example, 
had 14.7% of the city’s total deposits 
in 1940; it dropped to 12.18% in 1945, 
8.15% last vear. Morgan, which 
changed from a partnership to a corpo- 
ration in 1940, had 2.74% of total 
deposits in 1945, 2.50% at the end 
of last vear. 

Che trend to retailing started because 
New York’s banks were losing deposits 
to the rest of the countrv. In 1940, 
New York had 27% of the nation’s 
demand deposits; by the end of 1958, 
it had only 16%. Banks in other areas 
have picked up deposits as business has 
spread operations around the country. 
In addition, corporations have learned 
that they can do an increasing volume 
of business with less resort to bank 
credit; so they have pared their deposits 
to the bone. 
¢ Wedding of Specialists—\More New 
York banks have sought to increase 
business and deposits by wooing the 
retailer and consumer. But the Morgan 
Guaranty merger may start a trend 
back to the traditional form of bank- 
ing. Since the Morgan Guaranty coa- 
lition, Chemical Corn and the New 
York Trust Co. have announced plans 
to merge. If the merger is approved, 
it will put Chemical Corn back in 
fourth td among the nation’s banks, 
just ahead of Morgan Guaranty; in ad- 
dition, it will bolster its activity at 
wholesale rather than retail. 

Bankers in New York admit they 
are “nervous” about the Morgan Guar- 
anty merger. For it brings together 
two specialist banks that are highly 
regarded, both in the U.S. and abroad, 
for their concentration on corporate 
accounts. Whether or not wholesale 
banking is able to grow at a faster rate 
than it has in the past, there is no 
doubt that Morgan Guaranty is in a 
position to expand its own particular 
share of the business. 

This has not yet happened, because 
the bank is still in the process of shak- 
ing down. But Alexander and his asso- 
ciates feel the bank is already running 


more smoothly than they had expected. 
Thev are heartened that it has not lost 
anv of its clients as a result of the mer- 
ger. In some areas, in fact, the merged 
organization has already attracted new 
business. 


|. Meshing the Organizations 


Paradoxicallv, the four-month wait 
for the merger to be officially approved 
helped Morgan Guaranty get off to a 
good start. For the period was used 
for settling problems involved in the 
merger. Committees were set up to ar 
range every step of the move. Says one 
officer: ““We even decided what to do 
about our silverware and match covers.” 
(Both banks are still using their own 
monogrammed silverware in their own 
dining rooms, will have new insignia on 
match covers as soon as the present sup- 
plies are used up.) 
¢ Priorities—Harold M. Sherman, Jr., 
who was a member of the senior coordi- 
nating committee and is now vice-presi- 
dent in the operations division, says 
“the way we did the job was to settle 
on an order of priorities—what had to 
be done, what we would like to do but 
could delay, what had to be delayed.” 
And H. P. Davison, vice-chairman, 
adds: “Our first thought was our cus- 
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tomers. We didn’t want them to be 
inconvenienced in any way.” 

Some of the preliminary discussion 
was on a very abstract plane. Neither 
Morgan nor Guaranty could disclose 
just what accounts they had, for if the 
merger had not gone through, they 
would be guilty of unethical conduct. 
So both sides talked about their clients 
and their loans in generalities, did not 
know who had just what until “M- 
Day.” 
¢ No Poaching—Normally, whenever 
a merger is announced, other banks 
regard it as an opportunity to poach 
on the merging banks’ clients. Mor- 
gan Guaranty appears to be an 
exception. It lost deposits from some 
customers, who make a practice of keep- 
ing a fixed percentage of their funds 
in a great many banks. Some of these 
cut down the amount held in the new 
bank to what they had formerly kept 
in either Morgan or Guaranty. But 
there’s been no real attrition. 

This is clear from a look at demand 
deposit figures for the first half of 
1959. Morgan Guaranty held $2.8- 
billion in deposits, the same amount 
the two banks held separately in 1958. 
Banks in the New York Clearing House 
Assn. increased their deposits by 1.04% 
in the first six months of 1959 com- 
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pared with 1958, which indicates that 
the merger has not vet benefited them 
to anv great extent. 


ll. A Unique Combination 


Now Alexander & Co. feel that they 
ire in a position to move ahead toward 
the target of expansion in wholesale 
banking. 

In setting this as the bank’s goal, 
\lexander is seeking to make Morgan 
Guaranty what J. P. Morgan & Co. was 
when it was run by J. Pierpont Morgan, 
who ranked as the nation’s—and the 
world’s—most influential banker. Even 
in its heyday, J. P. Morgan & Co. did 
not have the resources of other banks, 
but Morgan himself wielded such power 
and held such prestige that his firm 
was the No. 1] banker and adviser to 
corporate enterprise. Speaking before 
the Pujo Committee in 1912, he un- 
consciously revealed his exalted posi- 
tion: “I have been in business for a 
great many years in New York and I 
do not compete for deposits. I do not 
care whether they ever come. They 
come.” 

Today, Morgan Guaranty has to 
compete. There is no chance that it 
can become as dominant a bank as J. P. 
Morgan & Co., or that Alexander can 


be as powerful as Morgan himself 
financial growth of corporate enter 
has meant a diminished role for ban 
ing, while, at the same time, ban] 
more competitive than ever befor 
Alexander is convinced that the m 
bank offers a “unique” combinati 
quality and size that can produ 
higher order of financial service t 
ness than any other. 

¢ Broad-Gauged Banker—The ch 
in banking since Morgan’s prime | 
haps exemplified by Alexander hims« 
Born in Tennessee and educated 
Vanderbilt University, Alexander, n 
57, has none of the characteristic ba 
ground of a banker, particularly a M 
gan banker. Yet he has earned a rey 
tation as one of the nation’s m 
imaginative and intelligent busin 
men. Clearly, he is the most importa 
force in shaping MG’s future. 

Both associates and competitor 
Alexander’s biggest asset is his broa 
gauged approach to business. He is n 
a banker in the narrow sense, intereste: 
only in the deposits and loans on 
books. On the contrary, he recogniz 
that successful banking depends on 
ability to meet the changing need 
its customers and to explore new area 
of development. He sticks to tradition 
mainly in his insistence on confining 
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Have you considered 





raising New Capital? 


Private Placement as a method of raising 
capital has become increasingly important in 
recent years. Many financings unsuited for 
public offering because of small size or unusual 
features, may be arranged through Private 
Placement at a substantial saving in expense. 

As specialists in this field, we believe we 
have completed successfully more private 
placements than any other investment bank- 
ing firm. In the past 5 years we and our under- 
writing partnership, Kidder, Peabody & Co., 
have negotiated 253 financings ranging from 
$250,000 to $30,000,000. 

Our skilled staff and intimate knowledge of 


Kipper, PEABODY & Co. 


Incorporated 


BOSTON - PHILADELPHIA - CHICAGO :- 


security markets and requirements of poten- 
tial lenders have enabled us to obtain favor- 
able terms for clients, as evidenced by our 
volume of “repeat business’’ in this field. 
Corporations are invited to consult us, 
without charge, on the terms and timing of 
prospective financing. When retained, our fee 
is subject to the completion of the financing. 





Write for our new booklet, “‘An Executive's Guide 
to Private Placements’’. It explains the important 
points of this widely-used method of financing and 
includes a case history of a successful Private 
Placement. Address the Officer in Charge of 
Private Placement. 

















17 Wall Street, New York 5, N. Y. 
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the bank to wholesaling and in his de- 
sire for quality service. 

Alexander is deceptively mild in man- 
ner. A tall and angular man, he has 
the appearance of a country gentleman. 
But though he speaks softly, his modu- 
lated Southern drawl] carries authority 
and assurance. He likes the challenge 
that wholesale banking poses, and he 
is sure that Morgan Guaranty “will 
emerge bigger and better than either 
could be alone.” 
¢ Strong Points—Before the merger, 
Morgan’s strength was in its manpower, 
Guaranty’s in its size and_ far-flung 
operations. Even though both banks 
specialized in wholesaling to blue-chip 
clients, which means that the interest 
they received on loans was low, thev 
were able to show handsome earnings. 
This was largely because their own 
investment portfolios were well run, 
geared to take advantage of changes 
in interest rates. (Today, Morgan 
Guarantv’s portfolio is mostly in high 
vielding short-term obligations, which 
means it is in a good position to make 
loans if demand steps up.) 

Some banking men, though, claim 
that Guaranty’s good earnings were due 
in part to its detailed cost accounting, 
which sought to cut costs in each de- 
partment unless it showed definite 
profits. This system, say its critics, 
tended to provide present earnings at 
the expense of the future. 
¢ Willing to Spend—Morgan was not 
run in this fashion. Alexander recog- 
nizes that some banking services cannot 
be profitable in themselves. But they 
can be indirectly responsible for in- 
creased business in other areas. He is 
quite willing to spend on the in- 
tangibles, and he points out that 
though Morgan’s margin of profit 
had declined somewhat, its total vol- 
ume had increased so much that earn- 
ings were higher. He predicts: “We 
will have higher earnings at Morgan 
Guaranty.” 


Ill. Filling the Top Slots 


Although the Morgan Guaranty 
merger was of a different nature from 
the New York bank mergers that went 
before, it presented some of the same 
problems. Like the others, it involved 
picking one man for each top spot. 
This was decided between Alexander 
and Sharp, who were aided and advised 
by some of their associates. In the 
majority of cases, Morgan men, despite 
the fact that they were outnumbered 
almost 3 to 1, landed the key positions. 
¢ Jonah and the Whale—Bank officials 
resent the widespread impression that 
the merger was a case of Jonah swallow- 
ing the whale, but there’s plenty of 
basis for it. The two vice-chairmen of 
the bank and four of the six senior vice- 
presidents (who, with Alexander and 
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Sharp, make up the top management 
group) are all Morgan men. Corporate 
research, the international division, and 
trusts and investments are also headed 
by Morgan men. However, a Guaranty 
man, Ralph L. Leach, was put in charge 
of the bank’s investment portfolio, and 
he oversees the bank’s important money 
market operations. 

Sharp, who admits that Guaranty 
had been “short on good men,” says 
selecting one man over another was 
“something I never want to do again.” 
He points out that Guaranty’s lack of 
top officers, particularly in the 35-to- 
50 age bracket, had been one reason for 
the merger and that Morgan’s wealth of 
men in this area naturally gave it the 
pick of key positions. 
¢ Recruiting—Morgan’s strength — in 
manpower was largely Alexander’s 
doing. At the end of World War 
II, he recognized that Morgan’s 
could not become a full-fledged bank 
without the proper personnel. At a 
time when most banks were uncertain 
about how to use the men thev had, 
he put on a recruiting drive, hand- 
picking likely prospects. 

This foresight paid off and is con- 
tinuing to reap dividends. Most banks 
lack sufficient officers in the middle 
brackets, but Morgan’s has a good num- 
ber with vears of solid experience be- 
hind them. And it has continued to 
add new prospects each vear. 

Morgan men may not have a monop- 
oly on intelligence, but thev do have 
a sense of style. According to Frederick 
Lewis Allen, “Pierpont Morgan liked 
handsome men in the firm.” This tra- 
dition is in evidence today. Most Mor- 
gan men are well-dressed and well- 
spoken, able to handle themselves with 
assurance in any situation. 
¢ Adjustment—It would be surprising, 
however, if some Guaranty officials did 
not resent the merger. Some, who had 
been top men in their old bank, now 
are second in command; others have 
been moved to entirely new spots. But 
Morgan Guaranty officers claim to be 
“working as one team’ and say that 
morale is high. Only 11 people have 
left since the merger, which suggests 
that most have adjusted. 

Alexander has endeavored to broaden 
the range and responsibilities of his 
officers. Most banks are rigidly com- 
partmentalized, so that a loan officer 
is not in close contact with, say, the 
international department or the trust 
and investment division. But Mor- 
gan’s had a tradition of keeping all 
its personnel informed of developments. 

Alexander is intent on maintaining 
this tradition of “cross pollenization” 
in the new bank. The system is not yet 
working perfectly, partly because not 
all the officers know each other, partly 
because of the increased size. 
¢ Housing Problem—One problem that 





remains unsolved is the bank’s loca- 
tion. Its new headquarters at 140 
Broadway is not big enough to house 
all the bank's departments, so some of 
them are at 23 Wall. (Officers have 
become used to walking the two blocks 
between the two, discovered an under- 
ground route that comes in handy in 
inclement weather.) Alexander favors a 
single building, is trying to find a solu 
tion that can work. 

Meanwhile, there’s been a stepup in 
committee meetings to insure that 
officers are kept informed of the bank 
business. If some important new deve! 
opment is reported in the morning 
meeting, then the officers who attend 
rclate the news to their own staffs. And 
staff meetings of each division are en 
couraged to come up with ideas that 
may be useful in some other area 


IV. Intelligence Corps 


Much of the expertise that Morgan 
has to offer is pooled in its corporat 
research division. This unit of “back 
room bovs” conducts security analysis 
for the trust and investment division 
(Morgan’s has a good record for coming 
up with offbeat stock selections), but 
it also provides a great variety of finan- 
cial advice to Morgan’s clients \s 
William G. Stott, co-manager of th« 
department, explains it: “We don't 
pose as experts on plumbing or metal 
working, but we are prepared to handl 
anything in the financial field.” 

For example, Morgan’s research men 
were recently called in to advise a U.S. 
company on the price it should pay for 
an Italian concern. When a company 
plans a new financing or wants an objec 
tive view of its plans for recapitalization, 
the research staff is ready and willing to 


help. 

7 Riis of Data—Some of the 
bank’s lending officers say the informa- 
tion from the backroom men_ helps 
them both in servicing old customers 
and winning new ones. The bank be- 
lieves that a contact man calling on an 
account should arrive prepared, and 
the corporate research staff does much 
of the preparation. Stott says that the 
help provided to the commercial side 
is returned in the form of information. 
He observed: “The men in the field 
are our intelligence units. We would 
not be as effective without them.” 


V. Primed for Growth 


Morgan Guaranty’s decision to con- 
centrate in wholesaling, despite its slow 
growth, was a natural one. Morgan 
Guaranty does not have the know- 
how to compete in the retail race; any 
attempt to establish a branch system 
with the multitude of consumer services 
that retail banks offer would be a costly 
and drawn-out affair. But both Morgan 
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and Guaranty have a wealth of ex- 
perience in Ser\ icing business customers. 
e More Reserves—The bank can now 
provide up to $50-million—10% of its 
capital and surplus—to 
tomer. Even more important, Alex- 
ander is confident that the kind of 
intimate, custom service that Morgan 
provided its clients can now be offered 
to a much wider group 

Of while Morgan Guaranty 
does not encourage individual accounts, 
it does have The bank takes on 
such accounts if it feels that other busi- 
1 new corporate 
its indi- 
vidual clients are hand-picked, it does 


a single cus- 


Course, 
some 


estate 
will follow 


ness in 


Sav, OT 


account Because 


not demand anv minimum balance, 
gives them all the service that other 
accounts get 

One growth area is international 


banking. Morgan’s, with one-third own- 
ership in Morgan, Grenfell, Ltd., a top 
British 


investment banking house, and 


a wholly owned subsidiarv, Morgan & 
Cic., in France, has alwavs had a strong 
position in Europe; Guaranty — has 


branches in London, Paris, and Brussels. 
With American business showing morc 
and more interest in international trade, 
Morgan Guaranty figures that with its 
combined forces it can be of service on 
an increasing scale. 

¢ Skeptics Outside—Some _ bankers 
doubt that Morgan Guaranty can offer 
the same quality service to a much larger 
group of customers. They argue that the 
kind of painstaking attention — that 
gained Morgan its reputation was possi- 
ble only it confined itself to a 
select but small numberof clients. Savs 
one skeptic: “You can’t provide custom 
tailoring to a mass market.” 

Another criticism leveled at Morgan 
is that it has been too selective in its ac- 
counts, seeking only the biggest and best 
corporate names. It is also charged that 
it has been more conservative than most 
institutions, particularly in the new 
business it seeks 

Alexander feels that conservatism 1s 

essential in banking, but does not in- 
terpret it to mean that he is fixed in his 
wavs. He thinks the bank will grow 
with the growth of its clients. While 
the bank is not particuiarly interested 
either in a company that is going no- 
where or in a riskv speculative venture, 
he claims to be “interested in anv com- 
pany that needs creative financing.” 
e Accent on Quality—It remains to be 
seen if Morgan Guaranty can succeed, 
but most men in the new bank are con- 
fident that a high degree of personal 
service can be maintained. They admit 
that there will have to be some com- 
promises, that clients who were used to 
“hand-holding” may not get all the at- 
tention thev received in the past. But 
the bank still puts quality first. “We 
want to be the best,” savs Alexander, 
“not necessarily the biggest.” END 
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THE TREND 





What the Nixon Trip Has Done 


With the gradual lifting of the Iron Curtain, a new 
element has been added to Soviet-American rela- 
tions. The U.S. and U.S.S.R. finally are getting to 
know a little about each other. In fact, by a process 
of mutual self-exposure, the nightmarish quality 
that has afflicted our relations now seems to be 
dissolving. 

Until a few weeks ago, the U.S.-Soviet exchange 
program had not gone very far—scarcely beyond 
the exchange of artists, scientists, industrial execu- 
tives, and a few thousand tourists (mostly Ameri- 
cans). But the scope of the program suddenly has 
broadened with the opening of Soviet and American 
exhibitions in New York and Moscow respectively 
and the reciprocal visits of Deputy Premier Kozlov 
and Vice-Pres. Nixon. For the first time since 
World War II, you get a feeling that the two 
nations have some contact with each other beyond 
a purely diplomatic one. 

It may be that Premier Khrushchev and Nixon 
failed to observe the niceties of international : be- 
havior during their public encounter at the official 
opening of the U.S. exhibition. Still, in their 
“kitchen debate,” the two political leaders did 
act like human beings in getting their differences 
out in the open. And Nixon clearly made an 
impression on Khrushchev personally, and on the 
Moscow TV audience, as a politician who could 
look after himself in any company. In Siberia, 
where he was simply the ambassador of good will, 
Nixon met with popular acclaim so enthusiastic that 
it obviously was genuine. 

Not even the belittling tone of the Soviet press 
can erase the favorable impression this visit is mak- 
ing in the U.S.S.R. Nor can the snide press 
comments on our exhibition reduce the impact it is 
having on the thousands of Russians who are crowd- 
ing into it to get a glimpse of American life. 

Nixon, for his part, undoubtedly has gained new 
insight into the Soviet system as it operates under 
Khrushchev’s leadership. The Vice-President has 
been amazed to see Khrushchev moving among So- 
viet crowds with little regard to security precau- 
tions and to find him taking every opportunity to 
play the political demagogue. These are things that 
wouldn’t happen if Russia were a rigid police state, 
seething with explosive discontent. 

There are limits, of course, to the value of the 
kind of trip Nixon has taken behind the Iron 
Curtain. The mere end of Russia’s self-imposed 
isolation will not remove the basic conflicts of inter- 
est and purpose that divide us. Nonetheless, it seems 
clear that this is one way to lessen East-West ten- 
sion and to remove the danger that the Soviet lead- 
ers will underestimate us. 

It is even possible that the private talks between 


92 


Khrushchev and Nixon have narrowed the differ- 
ences on the Berlin issue, that Andrei Gromyko 
now has instructions to reach some kind of agree- 
ment in Geneva with the Western foreign minis- 
ters (page 20). In that case, the road will be clear 
for a summit meeting this fall. 

In any event, it might be a good thing if Pres. 
Eisenhower were to invite Khrushchev to visit this 
country. If a summit meeting should be held here 
in the fall, that would provide a natural occasion 
for the Soviet Premier to tour the U.S. Alterna- 
tively, he might be invited simply to come on his 
own, and thus see for himself the sources of our 
nation’s strength. 


The Speaker’s Rebuke 


Speaker Sam Rayburn has a sharp tongue, but - 
there was considerable justice as well as sharpness 
in the rebuke he administered last week to some of 
the more vocal supporters of the Federal Reserve 
Board. 

“T have been forced to the conclusion,” Rayburn 
declared, “that the Federal Reserve authorities have 
reached a point in their thinking where they con- 
sider themselves immune to any direction or sug- 
gestion by the Congress, let alone a simple expres- 
sion of the sense of Congress.” 

Speaker Rayburn’s voice is a powerful one in 
Washington, and when he says something like this, 
it is worth listening to. In fairness, though, his 
rebuke should apply not to the Fed itself but to 
some of its more ardent champions who have 
rushed to attack the proposed “sense of Congress” 
amendment to the bill raising the ceiling on the 
interest rate the federal government can pay. 

The merits of the amendment itself may be 
arguable—though it can be remarked in passing that 
the language is moderate and the principle has 
been supported by some highly qualified students of 
central banking (BW—Jul.18’59,p128). 

But whether the amendment is wise or foolish, 
the right of Congress to give these or any other in- 
structions to the Fed should be beyond question. 
The Fed itself has always acknowledged this. But 
some of its partisans with their charges of a “po- 
litical foray” seem to have forgotten it. 

It is a basic principle of our government—and an 
excellent principle—that the expert administrator 
operates not by divine authority but by virtue 
of his ability to persuade duly elected representa- 
tives of the laity that he knows what he is doing. 

Regardless of what happens to the “sense of Con- 
gress” amendment, it will be a sad day for the 
country—and for the Federal Reserve System—if 
we ever try to operate on any other basis. 
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